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To  the  Members  of  the  Legislature  of  California: 

One  year  ago  in  my  annual  budget  message,  I  called  attention 
to  the  ever  increasing  amount  of  taxpayer  money  going  into  wel- 
fare and  Medi-Cal.  That  trend  has  not  only  continued,  but  ac- 
celerated. In  June,  1970,  it  was  necessary  to  advise  the  Legisla- 
ture that  projected  expenditures  for  these  combined  programs 
had  already  escalated  $65  million  above  initial  expectations,  be- 
fore the  fiscal  year  had  commenced. 

In  November,  1970,  it  was  apparent  that  even  the  enlarged 
June  estimates  were  too  low.  Severe  program  deferments  and 
curtailments  were  necessary  to  prevent  extreme  fiscal  imbalance. 
This  situation  not  only  is  being  duplicated  in  nearly  every  state 
in  the  Union,  but  the  problem  has  reached  crisis  stage  in  count- 
less counties,  and  at  the  federal  level  the  programs  have  been 
described  as  a  "mess". 

Something  must  be  done,  and  done  immediately. 

I  am  presenting  to  you"  a  budget  which  projects  welfare  ex- 
penditures for  the  fiscal  year  at  below  the  current  level. 

Without  prompt  and  affirmative  action  on  all  our  parts,  the 
inevitable  choice  lies  between  huge  tax  increases  every  year,  and 
the  complete  elimination  of  countless  worthwhile  services  our 
citizens  have  a  right  to  expect  from  state  and  local  government. 
We  can  take  the  easy  path  toward  ruinous  and  confiscatory  tax- 
ation, or  we  can  elect  the  more  difficult  alternative  of  bringing 
the  programs  under  control. 
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I  have  stressed  countless  times  and  will  repeat  again  that  we 
are  not  endeavoring  to  deprive  the  truly  needy  of  the  shelter, 
food  and  clothing  necessary  to  sustain  them  through  their  tem- 
porary hardship.  But  we  are  firm  in  our  resolve  to  strike  from 
the  welfare  rolls  those  individuals  and  families  who  are  employed, 
who  are  paid  a  living  wage,  and  who  find  their  ways  to  taxpayer 
generosity  only  because  of  the  manner  in  which  some  of  the  laws 
are  written.  In  order  that  the  truly  needy  may  have  enough,  we 
must  rewrite  our  laws  to  eliminate  those  who  are  less  than  needy. 

The  budget  which  I  am  presenting  can  be  balanced  without 
any  other  legislation  than  that  contained  in  the  budget  bill.  How- 
ever, I  believe  there  is  a  better  course  which  will  more  clearly 
reflect  the  generosity  of  the  average  Californian.  This  can  be  ac- 
complished by  sweeping  welfare  and  Medi-Cal  reform  legislation. 
Shortly  after  this  budget  is  placed  in  your  hands,  I  will  suggest 
specific  programs  to  accomplish  this  goal. 

There  are  a  number  of  other  areas  in  this  budget  worthy  of 
special  comment,  and  I  shall  set  them  forth. 

Higher  Education 

For  four  years  we  have  afforded  higher  education  one  of  the 
highest  priorities  in  our  budgets.  Total  dollars  available  for 
higher  education  in  the  year  I  became  Governor  approximated 
$415  million.  In  the  current  year  it  will  exceed  $668  million.  This 
60%  increase  has  outstripped  the  increase  in  enrollments  and  has 
also  enabled  higher  education  to  keep  abreast  of  rising  inflation- 
ary costs. 

Educational  institutions  traditionally  submit  budget  requests 
which  reflect  many  things  they  would  like  to  do.  It  is  a  tribute 
to  our  educators  that  they  express  their  goals  and  aspirations  as 
definite  requests.  However,  in  a  time  of  acute  revenue  shortage, 
there  is  a  great  deal  which  education  can  do  to  economize ;  steps 
which  have  not  been  taken  within  the  past  four  years.  I  hasten 
to  add  that  this  is  not  a  condition  unique  to  California.  Public 
and  private  universities  and  colleges  across  the  nation  are  tight- 
ening their  belts. 

I  am  recommending  that  the  budget  for  the  University  be  held 
at  current  levels  and  the  State  Colleges  increased  approximately 
$6  million.  Both  units  are  planning  on  enrollment  increases. 

It  has  long  been  considered  customary  that  professors  in  the 
State  College  system  teach  twelve  classroom  hours  per  week  and 
that  those  in  the  University  teach  nine.  During  the  affluent 
decades  of  the  50 's  and  60  's,  it  became  common  practice  to  recruit 
faculty  by  offering  substantially  reduced  teaching  loads  in  favor 
of  research  and  other  activities.  Our  studies  of  both  the  Uni- 
versity and  Colleges  have  shown  clearly  that  the  average  teach- 
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ing  load  has  dropped  substantially  below  the  norms  which  Cali- 
fornia citizens  have  grown  to  expect.  In  addition,  the  acute 
shortage  of  faculty  which  to  some  degree  prompted  tbe  reduction 
in  teaching  load  as  a  recruiting  device  has  now  ended.  In  fact,  the 
pendulum  has  swung  the  other  way  and  we  have  substantial  num- 
bers of  potential  professors  who  are  unable  to  find  employment. 

In  view  of  these  circumstances,  it  would  be  grossly  unfair  to 
all  other  areas  of  state  government  not  to  expect  higher  education 
to  accept  its  full  share  of  the  burden.  We  are  confident  that  the 
budget  we  are  proposing,  despite  enrollment  increases  and  in- 
flation, ,will  permit  both  major  segments  of  higher  education  to 
meet  California's  education  needs  in  exemplary  fashion.  The 
budget  will  require  an  increased  teaching  load  on  the  part  of 
faculty  in  both  segments,  but  it  still  will  not  bring  the  average 
teaching  load  above  those  standards  which  have  been  considered 
the  norm.  With  proper  administration,  it  will  be  quite  possible 
to  admit  all  qualified  California  applicants  within  the  monies 
made  available  herein. 

Local  School  Apportionments 

The  money  allocated  for  local  schools  is  very  largely  deter- 
mined by  statutory  formulas.  Last  year  the  Legislature  and  the 
Executive  Branch,  .working  cooperatively,  were  able  to  increase 
the  amount  available  for  local  schools  by  $88  million.  Techni- 
cally, this  was  a  one-year  increase  only  and  it  was  not  necessary 
to  place  it  in  the  budget  for  the  coming  year.  Despite  the  State's 
serious  financial  problems,  I  have  made  sure  that  this  substantial 
increase  in  funds  is  carried  forward. 

Salaries 

We  have  a  dedicated  and  effective  group  of  civil  servants.  As 
California  has  grown  and  progressed,  the  numbers  of  such  em- 
ployees have  correspondingly  increased,  and  their  efforts  have 
been  rewarded  with  substantial  pay  increases.  During  my  first 
four  years,  for  example,  the  employees  received  pay  increases 
which  totaled  20%.  In  addition,  nearly  half  of  our  employees 
receive  each  year  a  merit  salary  increase  of  5%,  a  condition 
which  will  continue  during  the  budget  year. 

For  the  past  ten  years,  pay  increases  have  averaged  about  5% 
each  year,  a  total  which  exceeds  the  cost  of  living  rise  during 
the  same  period. 

The  Personnel  Board  did  not  recommend  a  general  pay  in- 
crease this  year,  but  did  suggest  areas  in  which  specific  classes 
of  employees  might  be  raised.  Just  as  in  any  family,  there  are 
years  in  which  it  is  simply  not  possible  to  do  all  that  might  be 
desired.  With  unemployment  much  higher  than  we  would  like 
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and  thousands  of  Californians  vigorously  seeking  employment, 
many  of  them  anxious  to  work  at  any  job  at  any  living  wage,  our 
state  revenues  are  down. 

Therefore,  it  is  not  possible  to  include  a  pay  raise  for  employ- 
ees in  this  budget.  We  are,  however,  suggesting  a  package  of 
benefits  which  employees  have  consistently  requested.  These  in- 
clude unemployment  insurance,  a  differential  of  night  pay,  and 
a  differential  for  overtime  work,  all  of  which  are  funded  in  the 
budget.  In  addition,  as  promised  last  year,  we  are  recommending 
the  funding  of  an  additional  $2  per  employee  per  month  as  the 
State's  share  of  health  insurance,  bringing  the  total  per  employee 
to  $12  per  month. 

Capital  Outlay 

California's  capital  outlay  needs  have  traditionally  been  met 
through  a  combination  of  bond  funds  and  some  incremental  ad- 
ditions in  the  annual  budget.  Recently,  the  Regents  of  the  Uni- 
versity have  increased  educational  fees  and  for  the  coming  year 
plan  to  apply  these  monies  to  capital  projects. 

If  the  Legislature  grants  the  request  of  the  Trustees  of  the 
State  Colleges  to  increase  fees,  it  is  highly  probable  some  portion 
would  be  earmarked  for  building. 

Currently  California's  bonds  are  selling  well  and  highly  de- 
sired water  treatment  facilities,  recreational  improvements 
around  reservoirs,  community  college  enlargements,  as  well  as 
some  park  projects  and  funds  for  veterans  loans,  should  be  suc- 
cessfully financed  by  this  means. 

California  faces  grave  financial  problems.  As  I  indicated  in 
my  State  of  the  State  message,  their  proper  solution  can  only 
come  about  through  the  cooperative  efforts  of  the  Legislative 
and  Executive  branches.  California's  citizens  will  be  looking  to 
us  in  the  months  ahead. 

With  this  pledge  of  cooperation  in  mind,  I  transmit  to  you 
the  Budget  for  the  State  of  California  for  the  fiscal  year  com- 
mencing July  1,  1971  and  ending  June  30,  1972. 


r?. 


Governor 
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STATE   OF  CALIFORNIA  RONALD   REAGAN,  Governor 

DEPARTMENT  OF  FINANCE 

SACRAMENTO 

OFFICE  OF  THE  DIRECTOR 

Letter  of  Transmittal 

Governor  Reagan: 

Without  doubt  each  Finance  Director  feels  that  the  budget  he  is  just  com- 
pleting for  transmittal  to  the  Governor  represents  the  most  difficult  budget 
in  the  State's  history.  Certainly  that  feeling  was  held  by  many  in  the  Depart- 
ment of  Finance  this  year. 

At  the  outset  it  was  apparent  that  requests  for  expenditures  were  pyramid- 
ing far  beyond  available  revenues.  All  segments  of  government  were  cautioned 
about  the  need  for  extreme  economy.  Budgets  were  scrutinized  carefully  at 
many  levels  prior  to  their  presentation  to  you. 

I  cannot  recall  any  segment  of  state  government  which  did  not  realize  the 
fiscal  problems  which  confront  us,  nor  any  segment  which  did  not  coopera- 
tively seek  to  hold  down  expenditures.  Of  course,  all  budgets  represent  com- 
promise and  this  is  no  exception.  There  are  numerous  areas  of  government 
that  would  still  prefer  to  see  their  individual  allocations  increased,  even  at  the 
expense  of  some  other  area.  This  is  entirely  normal  and  represents  the  need 
which  any  individual  operating  unit  can  see,  sometimes  without  a  broad  com- 
prehension of  similar  needs  or  even  more  urgent  problems  that  may  exist 
elsewhere. 

The  current  year's  budget  is  a  large  and  unwieldy  volume,  difficult  to  carry 
and  confusing  to  use.  We  have,  therefore,  revised  and  streamlined  the  format 
in  an  effort  to  make  it  more  useful,  especially  for  those  members  of  legis- 
lative committees  who  need  to  refer  to  it  so  frequently. 

In  accordance  with  Article  IV,  Section  12  of  the  State  Constitution,  I  have 
the  honor  to  submit  to  you  the  Budget  of  the  State  of  California  for  the  fiscal 
year  commencing  July  1,  1971  and  ending  June  30,  1972. 


VERNE  ORE 
Director  of  Finance 
February  2,  1971 
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Schedule  1 

GENERAL   BUDGET   SUMMARY1 

General  Fund 


PRIOR  YEAR  BALANCES  AVAILABLE  2 

Reserve   for  Unencumbered  Balances  of  Continuing  Appropria- 
tions     

Surplus  Available  for  Appropriation 

Total  Prior  Year  Balances  Available 

CURRENT  INCOME  (Revenues  and  Transfers)  3 

Total  Available - 

EXPENDITURES  AND  CONTINUING  APPROPRIATIONS 

State  Operations 

Local  Assistance 

Capital  Outlay  

Total  Expenditures  4 '. 

Reserve  for  Unencumbered  Erilances  of  Continuing  Appropria- 
tions    

Total  Expenditures  and  Continuing  Appropriations 

SURPLUS  AVAILABLE  FOR  APPROPRIATION 

Reserve  for  Working  Capital  5 

Unrestricted  Surplus 


Reference 
to 
schedule 

4 
4 

4 

2 


Actual 
1909-70 

$85,011,374 
553,631,342 

$638,642,716 

4,330,484,477 


Estimated 
1970-71 

$130,023,0n0 
383,022,049 

$513,045,139 

4,613,091,617 


Estimated 
1971-72 

$11,818,314 
223,822,694 

$235,641,008 

5,039,129,972 


$4,969,127,193   $5,126,136,756   $5,274,770,980 


$1,315,000,916 

3,046,458,102 

94,623,036 

$4,456,082,054 

130,023,090 


$1,390,426,208 

3,422,526.610 

77,542.921 

$4,890,495,748 

11,818,314 


$1,410,731,769 

3,454,717,515 

9,987,000 

$4,875,436,284 

59,900 


$4,586,105,144  $4,902,314,062  $4,875,496,184 

$383,022,049  $223,822,694  $399,274,796 

238,242,091  348,254,000  397,318.000 

144,779,958  -124,431,306  1,956,796 


Special  Funds 

PRIOR  YEAR  BALANCES  AVAILABLE 

Reserve  for  Unencumbered  Balances  of  Continuing  Appropria- 
tions      4  $61,259,155  $196,845,931  $166,721,592 

Surplus  Available  for  Appropriation 4  301,971,588  59,798,864  118,686,714 

Total  Prior  Year  Balances  Available 4  $363,230,743  $256,644,795  $285,408,306 

CURRENT  INCOME  (Revenues  and  Transfers)   2  1,412,272,087  1,431,721,431  1,497,724,421 

Total   Available   $1,775,502,830        $1,688,366,226        $1,783,132,727 

EXPENDITURES  AXD  CONTINUING  APPROPRIATIONS 

State   Operations   3  $345,630,549  $395,170,184  $407,439,002 

Local  Assistance 3  650,839,715  699,429,938  737,168,471 

Capital  Outlay  3  522,368,989  308,357,798  350,047,917 

Total  Expenditures  3  $1,518,839,253        $1,402,957,920        $1,494,655,390 

Reserve   for   Unencumbered   Balances   of  Continuing   Appropria- 
tions     4  196,845,931  166,721,592  171,806,856 

Total  Expenditures  and  Continuing  Appropriations^ ■  $1,715,685,184        $1,569,679,512        $1,666,462,246 

Transfer  to  Nongovernmental  Cost  Fund  <> 4  -18,782  -  - 

SURPLUS  AVAILABLE  FOR  APPROPRIATION 4  $59,798,864  $118,686,714  $116,670,481 

1  The  General  Budget  Summary  includes  the  revenues  and  expenditures  of  all  state  funds  and  activities  that  reflect  the  cost  of  state 

government.  The  transactions  involving  bond  funds,  federal  funds,  and  other  nongovernmental  cost  funds  are  excluded. 

2  Yearend  surplus  and  reserves  reported  by  the   State  Controller   for   the   1968-69   fiscal   year    were   $622,157,306.    Additional   prior 

year  adjustments  of  $16,485,410  have  increased  that  total  to  $638,642,716. 

3  Income  for  the  General  Fund  includes  revenues  which  were  originally  deposited  in  a  special  fund  and   subsequently  transferred   to 

the  General  Fund,  and  transfers  of  surplus  from  special  funds.  Such  amounts  are  reduced  from  special  fund  revenues. 

4  Expenditures  from   the  General   Fund  includes  amounts  transferred  to  special  funds  and  expenditures  from  special  funds  are  re- 

duced by  a  like  amount. 

5  Chapter  574,   Statutes  of  1970,  requires  the  State  Controller  to  reduce  the   Surplus  Available  for  Appropriation  by  a  Reserve  for 

Working  Capital  beginning  with  the  1969-70  fiscal  year.  This  reserve,  in  effect,  limits  the  unrestricted  surplus  to  the  actual 
cash  balance  at  the  end  of  the  fiscal  year.  Although  not  required  by  statute,  this  reserve  is  projected  for  the  current  and  budget 
year  on  the  same  principle.  Prior  to  the  1969-70  fiscal  year  there  was  no  statutory  authority  for  a  Reserve  for  Working  Cap- 
ital and  the  State  Controller  reported  only  Surplus  Available  for  Appropriation. 

6  Chapter  1249,   Statutes  of  1969,  abolished   the  Yacht   and   Ship    Brokers  Fund  and  transferred  to  the  balance  to  the  Harbors  and 

Watercraft  Revolving  Fund — a  nongovernmental  cost  fund. 
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Schedule  1-A 
GENERAL   FUND   SURPLUS   AVAILABLE   FOR  APPROPRIATION   JUNE   30,    1971 

RECONCILIATION   OF   THE   CHANGES   FROM   THE   PREVIOUS   BUDGET   ESTIMATES 


1970-71  1971-72 

Governor's  Governor's 

Budget  Budget 

Previous  Revised 

1969-70  Fiscal  Year                                                         Estimate  Estimate 

Income  $4,342,267,442  $4,330,484,477 

Outgo : 

State  operations 1,338,515,630  1,315,000,916 

Local  assistance 3,096.162,74S  3,046,458,102 

Capital  outlay 181,451,371  94,623,036 

Expenditures $4,616,129,749  $4,456,082,054 

Prior  Year  Surplus  Adjustments ' -  $16,485,410 

1970-71  Fiscal  Year 

Income   $4,706,993,231  $4,613,091,617 

Outgo : 

State  operations 1,431,962,071  1,390,426,208 

Local  assistance 3,317,210,605  3,422,526,619 

Capital  outlay 47,715,901  77,542,921 

Expenditures $4,796,888,577  $4,890,495,748 

Reserve  for  unencumbered  balances  of  continuing  appropriations $2,002,812  $11,818,314 

Reserve  for  working  capital $228,000,000  $34S,254,000 

EFFECT    OF   REVISED    ESTIMATES    AS    REPORTED    IN 

THE  1971-72  GOVERNOR'S  BUDGET 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPRO- 
PRIATION, June  30,  1971  as  estimated  in  the  1970-71 
budget  

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPRO- 
PRIATION,   June    30,    1971    as    estimated    in    the  1971-72 

budget : 


Adjustment 

Surplus 
-$11,7S2,965 


23,514,714 
49,704,646 
86,S2S,335 

$160,047,695 
$16,485,410 


-$93,901,614 


41,535,S6£ 

-105,316,014 

-29,S27,020 

-$93,607,171 

-$9,815,502 
-$120,254,000 


-$152,82S,147 


$2S,396,841 


-$124,431,306' 
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THE  EXPENDITURE  DOLLAR  1971-72 

CALIFORNIA  STATE  BUDGET 


TOTAL 


11.1       BUSINESS  and  TRANSPORTATION 


1.3 


29.0 


1.8 


24.8 


12.0 


GENERAL  FUND 


i 

AGRICULTURE  and  SE 


HUMAN  RELATIONS 


RESOURCES 


EDUCATION 


HIGHER  EDUCATION 


1.7 


31.0 


16.0 


10.9 

5.0  _ 
4.6 
100.0% 


SHARED  REVENUE 
1 I    _ 


PROPERTY  TAX  RELIEF 

^^THER 


6.6 
5.5 

100.0% 


THE  REVENUE  DOLLAR  1971-72 

CALIFORNIA  STATE  BUDGET 


TOTAL  |  GENERAL  FUND 

3.1  "INHERITANCE  and  GIFT  TAXES: 


23.1 


NAL  INCOME  TAX 


4.0 


30.0 


16.0 


30.1 


5<i 


ORSERACING  FEES 

I 

GHWAY  USER  TAX 

I 

INSURANCE  TA 


BANK  and  CORPORATION  TAX 

—  LIQUOR  TAXES  and  FEES— 
i     CIGARETTE  TAX   Hi 


SALES  TAX 


■>"-<?*;iZ 


OTHER 


1.2 


3.4 


12.2 

2.3 
"3.4 


4.0       MOTOR  VEHICLE  LICENSE  FEES 


39.7 


3.8 


100.0% 


100.0% 


3 — 81467 


"UF  rYF-PIH 


Governor 


Governor's  Office 


Office  of 

Lieutenant 

Management 
J        Services 

Governor 

Council  on 

1  Intergovernmental 
§       Relations 

Secretary 

of  State 

Council  on 
Criminal  Justice 


Public  Utilities 
Commission 


Attorney 
General 


Department  of 
Justice 


Board  of  Regents, 
University 


State 
Treasurer 


Trustees  of  the 

California 
State  Colleges 


State 
Controller 


Board  of  Governors 
of  the  Community 
Colleges 


Secretary  for 
Human  Relations 


Board  of 
Equalization 


Coordinating 

Council  for 

Higher  Education 


ORNIA  STATE  GOVERNMENT 


I    Department  of 
B  Alcoholic  Beverage 
Control 


][ 


Department  of 
Aeronautics 


Banking 
Department 


Department  of 
Real  Estate 


][ 


Department  of 
Savings  and  Loan 


Department  of 
the  California 
Highway  Patrol 


Air  Resources 
Board 


]    [ 


Department  of 
Motor  Vehicles 


Department  of 
Public  Works 


Colorado  River 

Board 


Department  of 
Conservation 


Department  of 
Parks  and  Recreation 


Department  of 
Fish  and 

Game 


Department  of 

Navigation  and  Ocean 

Development 


Reclamation  Board 


San  Francisco  Bay 

Conservation  and 

Development 

Commission 


Department  of 
Corrections 


Department  of 
the  Youth  Authority 


Department  of 
Mental  Hygiene 


Department  of 
Public  Health 


Department  of 
Health  Care  Services 


Department  of 
Rehabilitation 


Department  of 
Social  Welfare 


Department  of 
Agriculture 


Department  of 
General  Services 


State  Personnel 
Board 


Public  Employees' 

Retirement 

System 


H 


State  Teachers' 

Retirement 

System 


Department  of 
Veterans  Affairs 
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Format  Changes 

The  traditional  budget  format  has  been  revised 
this  year  in  order  to  present  the  Governor's  Budget 
in  a  more  consolidated  approach  and  at  the  same  time 
facilitate  its  use.  The  total  budget  consists  of  a  Gov- 
ernor's Budget  and  four  supplements.  The  Governor's 
Budget  presents  proposed  departmental  expenditures 
including  capital  outlay  in  a  summary  format  and 
presents  appropriation  items  by  budget  bill  item  num- 
ber and  amount.  The  entire  budget  and  the  budget  bill 
are  organized  by  agency  and  share  the  same  sequence 
with  the  exception  of  capital  outlay  which  by  law  must 
be  appropriated  by  a  separate  section  of  the  budget 
bill.  Each  departmental  budget  contains  a  summary  of 
program  requirements  and  a  synopsis  of  workload  and 
administrative  changes,  as  well  as  a  summary  by  ob- 
ject for  the  state  operations  and  local  assistance  por- 
tions. Proposed  capital  outlay  expenditures  are  sum- 
marized at  the  end  of  each  departmental  budget. 

The  four  budget  supplements  are  organized  by 
agency  and  present  the  complete  program  budget, 
capital  outlay,  salaries  and  wages  detail,  and  changes 
in  authorized  positions  documents  for  each  depart- 
ment in  the  same  supplement.  In  this  way  all  detail 
related  to  a  department  or  program  is  contained  in 
one  series  of  pages  in  one  book  to  facilitate  the  con- 
sideration of  the  entire  program.  Volume  I  contains 
the  budgets  for  the  general  government  area  and  the 
Agriculture  and  Services  Agency.  Volume  II  contains 
the  Business  and  Transportation  and  Resources  Agen- 
cies. Volume  III  contains  the  Human  Relations 
Agency  and  Volume  IV  the  education  area  budgets. 


This  new  format  should  greatly  help  in  the  analysis 
of  the  budget.  The  inclusion  of  the  budget  bill  item 
number  in  the  Governor's  Budget  will  simplify  the 
reference  process  between  the  budget,  the  budget  bill, 
and  the  budget  analysis. 

Allocation  Technique  Used  in  Budget  Decisions 

In  this  budget,  as  in  the  previous  budget,  the  ex- 
penditure program  was  subjected  to  a  stringent  re- 
view covering  the  programs  themselves  and  the  level 
of  expenditures  within  programs.  Departments  were 
requested  to  develop  budgets  at  the  current  year  level 
and  further  to  review  each  program  for  potential  re- 
ductions and  to  then  array  the  possible  reductions  by 
priority.  Those  departments  who  felt  that  they  had  a 
need  for  program  augmentations  in  the  budget  year 
were  asked  to  detail  the  augmentations  and  rank  them 
by  priority  also. 

Each  agency  secretary  and  the  director  of  finance, 
for  those  departments  which  do  not  come  under  an 
agency,  then  reviewed  the  departmental  budgets  in 
their  areas  and'confirmed  the  priority  items  and  their 
designations.  The  composite  evaluation  and  decisions 
were  then  made  by  the  cabinet. 

This  process  served  to  enforce  the  reevaluation  by 
each  department  of  all  programs  under  its  direction, 
and  to  consider  each  part  in  comparison  to  the  whole, 
and  propose  an  allocation  of  scarce  resources  in  such 
a  manner  as  to  gain  the  greatest  progress  toward 
their  overall  goal. 
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State  Operations: 

General  Fund  _- 

Special  funds 

Totals,   Governmental  Cost  Funds 
Bond  funds 

Local  Assistance : 

General  Fund 

Special  funds 

Totals,   Governmental  Cost  Funds 
Bond  funds 

Capital  Outlay : 

General  Fund 

Special  funds  

Totals,   Governmental  Cost  Funds 
Bond  funds 

TOTALS : 

General  Fund 

Special  funds  

Totals,   Governmental   Cost  Funds 
Bond  funds 

GKAND  TOTALS,  ALL  FUNDS 


TABLE  1 

kCTER   AND 

SOURCE   OF 

FUNDING 

MILLIONS) 

Actual 
1969-70 

Estimated 
1970-11 

Proposed 
1971-72 

Change  from 
Amount 

1970-71 
Percent 

$1,315 
345.6 

$1,390.5 
395.1 

$1,410.8 
407.4 

$20.3 
12.3 

1.5 
3.1 

$1,660.6 

$1,785.6 
(0.8) 

$1,818.2 
(1.6) 

$32.6 
(0.8) 

1.8 

(100.0) 

$3,046.5 
650.8 

$3,422.5 
699.4 

$3,454.7 
737.2 

$32.2 
37.8 

0.9 
5.4 

$3,697.3 
(5.4) 

$4,121.9 
(10.5) 

$4,191.9 
(51.1) 

$70 
(40.6) 

1.7 

(386.7) 

$94.6 
522.4 

$77.5 
308.4 

$9.9 
350.1 

-$67.6 
41.7 

-87.2 
13.6 

$617 

(321.5) 

$385.9 
(409.5) 

$300 
(315.9) 

-$25.9 
(-93.6) 

-6.7 

(-22.8) 

$4,456.1 
1,518.8 

$4,890.5 
1,402.9 

$6,293.4 
(420.8) 

$4,875.4 
1,494.7 

-$15.1 
91.8 

-0.3 
6.5 

$5,974.9 
(326.9) 

$6,370.1 
(368.6) 

$76.7 
(-52.2) 

1.2 
(-12.4) 

$6,301.8 


3,714.2 


$6,738.7 


$24.5 


0.4 


TABLE  2 
PERSONNEL  MAN-YEARS  AND   SALARY  COST   ESTIMATES 

1969-70  fiscal  year  1970-71  fiscal  year 

Personnel  Personnel 

FUNCTION                                                                     man-years         Cost  man-years         Cost 
General  Government : 

Legislative 243.3           $3,486,216  255.9  $3,914,266 

Judicial*  723.2           14,467,350  783.8  16,428,863 

Executive 245.3             3,129,742  299.1  3,734,271 

General  Administration 6,140.9           62,685,363  6,287.8  67,444,831 

Miscellaneous    33.9                310,583  40.8  368,552 

Unallocated -                           -  -  - 

Subtotals,  General  Government 7,386.6         $84,079,254  7,667.4  $91,890,783 

Agriculture  and  Services 10,291.7           92,781,128  10,587.3  99,284,138 

Business  and  Transportation 34,042.8         328,279,003  34,777.4  352,333,150 

Resources 11,227.1         110,182,922  11,020.2  114,554,639 

Human  Relations 47,390.4         438,741,034  48,378.6  474,374,096 

Education : 

Education 2,181.1           21,387,299  2,380  24,350,138 

Higher  Education 67,063.6         661,886,508  70,253.7  723,260,122 

Totals 179,583.3   $1,737,337,148  185,064.6  $1,880,047,066 

CLASSIFICATION 

Statutory  327.5           $7,870,747  333.6  $8,558,139 

Exempt*    1,228.6           20,080,422  1,281.4  22,291,380 

Civil  Service 111,178.7      1,049,792,156  113,474.2  1,128,992,963 

University  of  California 39,215            377,745,580  39,995.6  405,039,099 

Auxiliary  facilities,  University  of  California—      1,860.3           10,300,481  1,875.6  10,392,700 

Hastings  College  of  Law 77                1,112,585  106.7  1,492,011 

State  colleges  and  trustees 25,111.7         267,431,627  27,323  299,782,568 

Other  state  college  facilities 584.5             3,003,550  674.5  3,498,206 

Totals 179,583.3    $1,737,337,148  185,064.6  $1,880,047,066 

*  Includes  superior  court  judges'  salary  and  man-year  data. 


1971-72  fiscal  year 

Personnel 
man-years         Cost 

253.8 

789.8 

301.2 

6,325.5 

43.6 

$4,137,006 
17,200,058 
3,926,766 
68,959,698 
426,056 
11,077,000 

7,713.9 

$105,726,584 

10,031.7 
35,068.3 
10,240.5 
46,823.9 

94,824,415 
355,852,904 
108,811,432 
468,072,569 

2,387 
70,271.2 

25,093,438 
742,668,131 

182,536.5 

$1,901,049,473 

329.8 

1,286.9 

110,926.3 

40,090.9 

1,913.6 

112.7 

27,165.7 

710.6 

$8,761,647 

24,081,120 

1,128,689,615 

413,983,671 

10,603,258 

1,601,567 

309,623,169 

3,705,426 

182,536.5 

$1,901,049,473 
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Under  this  heading  are  programs  not  related  to  an 
agency.  These  include  the  constitutional  officers  and 
boards,  and  various  other  boards,  commissions  and 
departments.  Also  included  under  this  heading  are  the 
judicial  and  legislative  branches  of  government. 

Tax  Relief 

The  establishment  of  a  program  to  provide  property- 
tax  relief  has  been  and  continues  to  be  a  major  con- 
cern of  this  administration.  The  first  steps  in  estab- 
lishing a  program  began  in  1967  with  the  Senior 
Citizens'  Property  Tax  Relief  program.  Homeowners' 
Property  Tax  Relief  and  Personal  Property  Tax  Re- 
lief were  added  in  1968.  The  Personal  Property  Tax 
Relief  program  was  increased  in  1969. 

These  programs  represent  a  broad-based  effort  with 
the  objective  of  providing  meaningful  property  tax 
relief.  Expenditures,  in  terms  of  both  direct  payments 
to  individuals  and  payments  to  local  jurisdictions  to 
replace  tax  loss,  will  total  approximately  $343.8  mil- 
lion for  the  1971-72  fiscal  year.  This  represents  an 
increase  of  approximately  $27  million  over  the  current 
year. 

Modifications  to  the  Property  Tax  Relief  program 
will  be  considered  in  the  1971  legislative  session. 

The  following  is  a  short  discussion  of  each  of  the 
property  tax  relief  programs : 

Senior  Citizens'  Property  Tax  Belief 

Chapter  930,  Statutes  of  1967,  established  the  first 
step  in  providing  property  tax  relief.  This  program 
provides  direct  payment  of  property  tax  refunds  to 
senior  citizens  with  limited  incomes.  Expenditures  for 
this  program  are  estimated  to  be  $10  million  for  the 
1971-72  fiscal  year. 

Homeowners'  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  1st  Extraordinary 
Session  broadened  the  property  tax  relief  program  to 
include  general  individual  homeowners.  The  first  year 
of  the  program  provided  a  direct  payment  of  $70  for 
each  qualified  homeowner.  The  program  now  provides 
a  $750  property  tax  exemption  of  the  total  assessed 


valuation  which  is  administered  by  the  local  county 
assessors.  Expenditures  for  this  program  are  estimated 
to  be  $235  million  for  the  1971-72  fiscal  year. 

Personal  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  First  Extraordinary 
Session  also  provided  the  first  step  in  providing  an 
exemption  for  business  inventories.  This  bill  provided 
an  exemption  of  15  percent  of  the  assessed  value  of 
business  inventories.  This  local  tax  loss  was  to  be 
directly  reimbursed  from  state  funds. 

Chapter  1526,  Statutes  of  1969,  increased  this  ex- 
emption, beginning  in  the  1970-71  fiscal  year,  to  30 
percent  of  the  assessed  value  of  business  inventories. 
Expenditures  for  this  program  for  the  1971-72  fiscal 
year  are  estimated  to  be  approximately  $79  million 
which  will  be  transferred  to  a  special  fund  established 
for  this  purpose.  The  reimbursement  to  local  jurisdic- 
tions to  cover  the  actual  tax  loss  is  estimated  to  be 
approximately  $98.8  million. 

Salary  Increase  Program 

The  1971-72  budget  provides  support  for  the  follow- 
ing programs :  unemployment  insurance,  premium  pay 
for  overtime  and  night-shift  differential. 

Unemployment  Insurance 

For  those  state  civil  service  employees  with  perma- 
nent or  probationary  status  who  are  laid  off  because 
of  budget  reductions  or  other  reasons  of  economy,  an 
unemployment  insurance  program  is  proposed  which 
will  provide  unemployment  compensation  benefits  on 
the  same  terms  and  conditions  as  are  specified  in  the 
Unemployment  Insurance  Code  for  other  individuals. 
Enabling  legislation  will  be  introduced  in  the  1971 
Legislature. 

Premium  Pay  for  Overtime 

There  are  about  40,000  state  employees  who  are  not 
covered  by  the  terms  of  the  Fair  Labor  Standards  Act 
but  who  would  be  entitled  to  premium  overtime  pay 
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by  private  industry  standards.  The  University  of  Cali- 
fornia is  already  under  this  extended  program.  The 
funds  budgeted  are  required  to  bring  civil  service  and 
related  classes  and  those  classes  whose  salaries  are  set 
by  the  Trustees  of  the  State  Colleges  into  conformity. 
The  proposed  program  to  extend  the  premium  pay  for 
overtime  is  dependent  upon  passage  of  legislation  au- 
thorizing such  payments. 

Night  Shift  Differential 

This  program  is  proposed  to  extend  the  payment  of 
night-shift,  differential  to  additional  classes  of  state 
employees  whose  counterparts  in  private  industry  re- 
ceive such  payments.  The  University  of  California  is 
already  under  this  extended  program.  The  funds  are 
required  to  bring  civil  service  and  related  classes  and 
those  classes  whose  salaries  are  set  by  the  Trustees  of 
the  State  Colleges  into  conformity. 

Judicial  Salary  Increase 

With  the  passage  of  SB  1123  (Chapter  1507,  Stat- 
utes of  1969),  judges  became  entitled  to  an  annual 
salary  adjustment  effective  on  September  1  of  each 
year. 

Five  thousand  dollars  is  proposed  effective  Septem- 
ber 1,  1971,  in  lieu  of  the  adjustment  authorized  in 
the  above  chapter. 

Board  of  Equalization 

During  the  past  year,  the  Board  of  Equalization 
provided  the  planning  and  implementing  for  the 
collection  of  the  transaction  and  use  tax  for  San  Fran- 
cisco Bay  Area  Rapid  Transit  (BART1)  and  Southern 
California  Rapid  Transit  District  (SCRTD). 

BART  became  operational  on  April  1,  1970  and 
will  be  an  on-going  program.  SCRTD  became  opera- 
tional on  July  1,  1970  and  terminated  after  a  period 
of  six  months. 

Office  of  Emergency  Services 

Chapter  1454  of  1970  repealed  the  California  Dis- 
aster Act  and  enacted  the  California  Emergency  Serv- 
ices Act  which  redefines  and  reaffirms  the  responsibili- 
ties of  the  Office  of  Emergency  Services  (formerly  the 
California  Disaster  Office) .  In  line  with  this  legislation, 
the  California  Emergency  Plan  is  undergoing  com- 
plete revision  by  this  office.  Necessary  provisions  for 
subsequent  upgrading  of  all  related  annexes  and  sup- 
porting plan  elements  are  programmed.  These  will 
provide  guidance  and  assistance  to  state  agencies  and 
local  governments  in  the  preparation  of  emergency 
services  plans,  thus  insuring  consistency  in  planning 
at  all  levels  of  government. 

In  each  recent  year  California  has  experienced  dis- 
astrous floods  and  fires,  the  latter  often  resulting  in 
abnormal  damage  of  watershed  areas  and  adjacent 
communities  during  heavy  rainfall  conditions.  The 
ever-increasing  population  spread  adds  to  the  hazard 
potential.  As  the  conduit  for  federal  assistance  for 
natural  disaster  grants  and  federal  agency  support, 
this  office  has  enabled  California  to  lead  the  nation 
in  the  amount  of  federal  money  expended  for  declared 
major  disasters.  Nearly  every  county  has  been  a  bene- 


ficiary under  widespread  flood  and  fire  disasters.  The 
office  is  currently  engaged  in  programs  that  will  fur- 
ther broaden  the  base  for  such  support  and  grant 
programs  in  California.  This  will  include  formulation 
of  a  more  comprehensive  disaster  plan  to  provide 
assistance  to  individuals  and  private  enterprises  not 
presently  covered  by  existing  programs. 

Military  Department 

The  Military  Department  is  responsible  for  organ- 
izing and  directing  the  activities  of  the  California 
National  Guard.  The  Army  National  Guard  consists 
of  approximately  22,500  officers  and  men  in  full  op- 
erational readiness,  assigned  to  158  units  located  in 
111  communities  from  Oregon  to  the  Mexican  border. 
The  Air  National  Guard  consists  of  approximately 
5,000  officers  and  men  assigned  to  48  installations. 
The  National  Guard  is  subject  to  federal  mobilization 
in  time  of  national  emergency,  but  otherwise  is  avail- 
able to  the  Governor  for  military  support  of  civil 
authority  anywhere  in  California  in  the  event  of 
natural  or  war-caused  disasters,  civil  disturbances  or 
other  emergencies. 

Camp  Roberts,  closed  by  the  active  army  and  held 
in  caretaker  status,  has  been  leased  to  the  Military 
Department  to  provide  a  year-round  training  site  to 
meet  federal  training  requirements  for  both  annual 
and  weekend  training.  The  total  funding  required  to 
operate  the  training  site  will  come  from  federal 
sources. 

The  Military  Department  also  operates  the  Cali- 
fornia Cadet  Corps  Program  by  prescribing  rules  and 
regulations  pertaining  to  the  organization  of  cadet 
units  and  training  to  be  conducted,  provides  supplies, 
uniforms,  manuals  and  conducts  inspections.  The 
schools  provide  facilities,  pay  salaries  of  commandants 
of  cadets  and  guide  and  control  their  respective  units. 
The  Department  of  Education  coordinates  with  the 
Military  Department  by  determining  that  comman- 
dants are  educationally  qualified  and  maintaining  liai- 
son through  a  Department  of  Education  representa- 
tive on  the  Advisory  Committee  for  the  California 
Cadet  Corps. 

Lieutenant  Governor 

In  October  1969,  the  Governor  designated  the  Lieu- 
tenant Governor  as  the  Chief  Executive  Officer  for 
Intergovernmental  Relations.  This  added  responsi- 
bility provides  for  the  centralized  coordination  of  the 
functions  of  several  independent  state  agencies  and 
activities  and  supports  the  Governor's  Cabinet  system 
for  reviewing  and  establishing  statewide  policy.  Un- 
der this  relationship  the  Lieutenant  Governor  pro- 
vides the  coordinating  link  for  a  unified  approach  to 
the  planning  for  the  program  areas  of  the  other  state 
agencies  reporting  through  the  Lieutenant  Governor. 
Other  program  areas  include  electronic  data  process- 
ing, environmental  quality,  marine  and  coastal  re- 
sources, model  cities,  and  intergovernmental  manage- 
ment. 
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The  State  Office  of  Planning  reporting  through  the 
Lieutenant  Governor  in  1970-71,  was  abolished  in 
November  1970  by  Chapter  1534  which  also  estab- 
lished a  new  Office  of  Planning  and  Research  within 
the  Governor's  Office. 

The  Lieutenant  Governor  is  responsible  for  seven 
independent  agencies  with  a  total  program  cost  of 
approximately  $1.6  million  for  1971-72. 

Finance 

The  Director  of  Finance  serves  as  the  Governor's 
chief  advisor  in  fiscal  and  policy  matters.  This  role 
is  carried  out  through  two  programs :  ( 1 )  the  pro- 
gramming and  budgeting  system;  (2)  fiscal  and  pro- 
gram compliance. 

In  an  effort  designed  to  streamline  high-expendi- 
ture areas,  special  projects  will  be  emphasized  during 
the  current  year  and  budget  year.  These  projects  will 
employ  combined  task  forces  of  finance  personnel, 
representatives  of  the  departments  involved  and  out- 
side help  in  an  effort  to  identify  areas  where  savings 
may  be  made  and  where  efficiencies  may  be  realized. 

The  trend  established  in  the  current  year  in  the 
compliance  activities  will  be  expanded.  Greater  em- 
phasis will  continue  to  be  placed  in  the  program  re- 
view as  contrasted  to  fiscal  review.  In  addition,  we 
plan  to  strengthen  our  effort  on  analysis  of  bills  beiug 
considered  by  the  Legislature. 


The  programming  and  implementation  of  the  bud- 
get data  system  is  scheduled  for  completion  during 
fiscal  year  1970-71  in  conjunction  with  the  develop- 
ment of  a  shared  computer  facility  in  the  Department 
of  General  Services.  This  system  will  be  run  in  paral- 
lel with  the  existing  system  during  fiscal  year  1971-72 
before  it  will  be  declared  operational. 

Judicial 

Central  screening  staffs  have  been  added  in  the 
First,  Second,  and  Third  District  Court  of  Appeals 
and  one  attorney  has  been  added  to  the  Fourth  Dis- 
trict Court  of  Appeals  to  increase  the  productivity 
of  these  courts.  This  new  program  was  implemented 
iu  November  and  December  of  1970  using  the  $150,000 
augmentation  provided  by  the  Legislature.  The  added 
cost  of  the  full  year  program  is  $166,000. 

California  Council  on  Criminal  Justice 

The  council  proposes  a  1971-72  budget  commen- 
surate with  the  amount  of  federal  funds  being  re- 
ceived. Federal  grants  are  anticipated  to  increase 
from  $43  million  in  1970-71  to  $75  million  in  1971-72 ; 
$100  million  is  expected  in  1972-73. 

Significant  increases  are  in  the  areas  of  compre- 
hensive and  long-range  planning,  task  force  support, 
continuous  project  monitoring,  and  fiscal  auditing, 
accounting,  and  management. 
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Departments  within  this  area  are  a  grouping  of 
diverse,  independent  and  complex  programs.  They 
are  primarily  concerned  with :  promoting,  protecting 
and  developing  agriculture ;  protection  of  consumers 
through  regulation  and  licensing  of  professional  in- 
dividual business  services;  selected  programs  involv- 
ing central  administrative  operations  of  the  state  such 
as  Franchise  Tax  Board,  Personnel  Board  and  Gen- 
eral Services. 

Department  of  Agriculture 

In  preparation  for  its  1971-72  budget  proposal,  the 
Department  of  Agriculture  has  arrayed  its  programs 
in  priority  order,  carefully  reviewed  and  evaluated 
each  program  and  its  elements,  and  assigned  resources 
in  accordance  with  the  critical  needs  of  the  total  pro- 
gram structure.  In  accordance  with  this  review  and 
evaluation,  a  number  of  programs  were  altered  within 
the  department. 

A  budget  year  adjustment  has  been  made  in  the 
Agricultural  Pest  and  Disease  Prevention  Program  to 
improve  the  pest  detection  and  identification  process. 
The  operation  of  border  inspection  stations  has  been 
seasonally  adjusted  and  increased  emphasis  placed 
upon  the  implementation  of  a  pest  detection  survey 
activity. 

Chapter  1571,  Statutes  of  1970,  provided  the  au- 
thority to  transfer  unrefunded  highway  gas  tax  dol- 
lars to  the  Department  of  Agriculture.  These  funds 
will  be  utilized  in  1971-72  to  provide  emergency  pest 
detection  and  eradication  by  the  Department  of  Agri- 
culture and  to  provide  local  assistance  to  counties  for 
county-administered  agricultural  programs. 

In  continuing  to  share  everyone's  concern  for  the 
quality  of  our  environment,  the  Department  of  Agri- 
culture will  continue  active  leadership  to  insure  that 
agriculture's  share  of  responsibility  in  the  fight 
against  pollution  is  met. 

In  addition,  the  department  will  continue  to  solicit 
industry  support  of  program  costs  wherever  possible, 
particularly  where  programs  are  especially  beneficial 
to  industry  and  only  indirectly  to  the  general  public. 
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Department  of  General  Services 

General  Services  provides  centralized  operational 
support  (purchasing,  communications,  transportation, 
insurance,  facilities  planning,  printing,  duplicating, 
etc.),  property  management,  maintenance  and  secu- 
rity for  virtually  every  agency  and  department  of 
state  government. 

Additional  emphasis  by  General  Services  on  the 
state's  central  records  management  program  has  re- 
sulted in  the  greatest  reduction  of  official  stored  paper- 
work and  records.  As  a  result  of  the  reduction,  savings 
in  storage  costs  alone  are  expected  to  average  more 
than  $340,000  this  year  and  even  greater  savings  in 
the  future  if  the  program  continues  as  expected. 

Consolidation  of  the  Department  of  Social  Wel- 
fare's warehousing  functions  has  begun  and  will  be 
completed  by  July  1,  1971.  It  will  result  in  substantial 
savings  to  the  state  in  manpower,  warehouse  space, 
and  operating  expenses.  Social  Welfare 's  reproduction 
and  supply  services  also  will  be  consolidated  on  or  be- 
fore June  30,  1971.  When  fully  implemented,  it  will 
provide  an  improved  level  of  quality  and  service  at  a 
substantially  lower  overall  cost  to  the  state.  Two  ad- 
ditional consolidations  will  be  made  in  1971-72  in- 
volving departmentally  operated  warehouses  in  the 
Sacramento  area.  Last  year's  consolidation  of  Water 
Besourees'  huge  inventories  proved  extremely  success- 
ful from  both  an  economy  and  efficiency  standpoint. 

In  keeping  with  the  administration's  drive  for  in- 
creased governmental  efficiency,  Data  Processing  Serv- 
ice Center  operations  have  been  expanded  to  handle 
new  and  increasing  statewide  demands  for  high  speed 
electronic  data  processing  services.  A  new  Shared 
Computer  Facility  (Service  Center  II)  has  been  added 
to  provide  expanded  EDP  service  to  the  Department 
of  Education  and  the  Department  of  Finance's 
Budget  Data  System  as  well  as  other  state  entities 
upon  request.  Service  Center  I  continues  to  support 
the  departmental  requirements  as  well  as  providing 
increased  service  to  the  State  Treasurer  and  computer 
control  and  monitoring  of  the  State  Printing  Plant's 
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sophisticated  new  Video  Composition  system.  The 
Office  of  State  Printing  is  now  in  the  process  of  testing 
its  new  system  on  legislative  journals  and  histories, 
original  and  amended  hills,  and  enrolled  versions  of 
bills.  Retraining  of  personnel  from  linotype  printing 
to  the  Video  Composition  is  well  underway  with  good 
initial  results.  Pull  conversion  from  Linotype  to  Video 
Composition  for  all  legislative  printing  is  expected 
by  January  1972. 

Radio  engineering  and  maintenance  service  func- 
tions of  Division  of  Highways  has  been  consolidated 
with  the  Department's  Communications  Division  on 
a  two-year  trial  basis.  Economic  advantages  of  the 
consolidation  appear  excellent  to  date.  Bight  positions 
authorized  for  the  two  organizations  and  eight  radio 
maintenance  shops  established  throughout  the  state 
have  been  eliminated. 

Anticipated  reduction  of  field  technician  overhead 
and  travel  time  and  the  elimination  of  duplicated  ad- 
ministrative functions  will  further  add  to  the  econ- 
omies and  efficiencies.  In  addition  to  the  improved 
level  of  service  to  all  state  agencies,  the  estimated 
savings  totals  approximately  $150,000. 

The  changing  and  shifting  needs  of  state  govern- 
ment are  continuing  to  result  in  workload  decreases 
within  the  Office  of  Architecture  and  Construction 
for  the  1971-72  budget  year.  In  keeping  with  this 
reduced  workload,  OAC  will  appropriately  trim  its 
staff  to  maintain  the  most  efficient,  economical  opera- 
tion possible. 

Department  of  Consumer  Affairs 

(Formerly    the    Department    of    Professional    and    Vocational    Standards) 

The  Department  of  Consumer  Affairs  was  created 
by  the  Governor's  Reorganization  Plan  No.  2  of  1970 
and  reaffirmed  by  the  Legislature  through  Chapter 
1394,  Statutes  of  1970. 

This  department  was  retitled  and  partially  recon- 
stituted as  the  Department  of  Consumer  Affairs  in 
keeping  with  the  Governor's  program  to  improve  the 
quality  of  protection  provided  consumers.  Chapter 
1394,  also  assigns  responsibility  to  the  department  to 
receive  complaints  from  consumers  concerning  (a) 
unfair  methods  of  competition  and  unfair  or  deceptive 
acts  or  practices  in  trade  or  commerce;  and  (b)  the 
production,  distribution,  sale,  and  lease  of  any  goods 
and  services  which  may  endanger  the  public  health, 
safety,  or  welfare. 

Newly  created  regulatory  functions  within  the  de- 
partment and  instituted  in  the  current  year  are  the 
Nursing  Home  Administrators  Licensing  Board,  the 
Hearing  Aid  Dispensers  Examining  Committee,  and  a 
new  category  of  licensing  for  educational  psycholo- 
gists. Transferred  from  the  Office  of  the  Labor  Com- 


missioner is  the  nurses  registry  function  which  is  an 
employment  or  referral  agency  for  licensed  nurses. 

Other  activities  were  combined  or  retitled  in  the 
current  year,  and  scholarship  programs  were  estab- 
lished from  several  special  funds  for  nurses  and  medi- 
cal students. 

Chapter  1327,  Statutes  of  1970,  establishes  a  certifi- 
cation procedure  for  physicians'  assistants.  The  im- 
pact of  this  legislation  holds  long-run  promise  for  the 
easing  of  the  scarcity  of  professional  medical  services. 
— particularly  in  the  more  rural  areas  of  the  state. 
This  program  establishes  qualifying  standards  for  the 
certification  of  physicians'  assistants  for  the  perform- 
ance of  the  more  routine  medical  services,  such  as  set- 
ting broken  limbs  and  other  emergency  or  temporary 
medical  procedures.  These  services  are  similar  to  those 
that  might  be  performed  by  a  medical  eorpsman  in  the 
military  services. 

State  Personnel  Board 

A  federally  funded  Career  Opportunities  Program 
has  been  approved  in  the  current  year  and  extended 
into  1971-72.  This  program  is  responsible  for  provid- 
ing leadership  and  technical  assistance  to  departments 
in  developing  increased  career  opportunities  for  the 
disadvantaged. 

The  program  involves  (1)  identification  of  existing 
job  opportunities;  (2)  creating  new  employment  and 
career  opportunities  by  job  restructuring;  and  (3) 
the  development  of  personnel  policies  to  facilitate  the 
placement,  promotion,  and  retention  of  the  disad- 
vantaged in  state  service. 

Department  of  Veterans'  Affairs 

This  department  administers  programs  for  the  Cali- 
fornia veteran  that  include  the  financing  of  farm  and 
home  purchases,  the  operation  of  a  home  for  the  aged 
and  disabled  veteran,  educational  assistance,  and  de- 
termination of  eligibility  for  state  benefits. 

The  1970  Legislature  mandated  the  establishment  of 
a  system  of  member  fees  at  the  Veterans '  Home.  Such 
a  system  was  implemented  effective  September  1,  1970. 
The  budget  this  year  reflects  the  first  full-year  impact 
of  the  fee  system.  An  additional  reduction  in  General 
Fund  support  of  the  Veterans'  Home  is  also  reflected 
in  both  the  current  and  budget  years  due  to  an  unan- 
ticipated increase  in  federal  support. 

Teachers'  Retirement  System 

The  1971-72  administrative  budget  reflects  augmen- 
tations for  the  past  service  verification  program  as 
well  as  the  monthly  reporting  program.  Two  legisla- 
tive bills,  AB  1220  and  AB  1646,  passed  in  the  1970 
session,  have  enabled  the  system  to  significantly  im- 
prove its  administrative  program. 
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The  two  broad  program  areas  under  this  heading 
represent:  (1)  the  state's  interest  in  promoting  sound 
business  practices  to  the  end  that  the  public  is  pro- 
tected from  economic  loss  and  illegal  or  unethical  busi- 
ness practices;  (2)  those  departments  concerned  with 
the  efficient,  rapid,  and  safe  movement  of  people  and 
goods  throughout  the  state. 

Business 

Net  expenditures  for  the  business  and  investment 
regulatory  departments  are  being  reduced  by  $1,216,- 
377,  from  $26,813,384  for  1970-71  to  $25,597,007  for 
1971-72.  Man-years  will  increase  slightly  from  1,573.2 
to  1,605.1.  This  increase  in  man-years  is  primarily 
due  to  additional  workload  resulting  from  new  legis- 
lation and  changes  in  the  economy. 

The  Department  of  Beat  Estate  is  adding  18  new 
positions  to  handle  the  increased  salesman  and  broker 
licensing  activity  plus  additional  workload  related  to 
subdivisions  and  real  estate  syndicates.  The  Real  Es- 
tate Fund  will  be  the  source  of  the  support  for  these 
new  positions. 

Nine  new  positions  are  included  in  the  Department 
of  Insurance's  regulation  of  insurance  companies  pro- 
gram to  handle  increased  workload  in  the  areas  of 
field  examination  and  rate  regulation.  The  cost  of 
these  positions  is  offset  by  direct  charges  against  those 
insurance  companies  being  examined. 

In  1969,  Section  8800  of  the  California  Financial 
Code  was  amended  to  require  the  Savings  and  Loan 
Commissioner  to  examine  every  association  under  his 
jurisdiction  at  least  once  every  two  years  instead  of 
once  every  year.  This  enabled  the  Department  of  Sav- 
ings and  Loan  to  introduce  greater  flexibility  into  the 
program  of  selective  scheduling  of  examinations  and 
to  concentrate  examination  effort  on  associations  with 
management,  operating  and  financial  weakness.  This 
selective  scheduling  of  examinations  along  with  an  im- 
proved association  evaluation  system  has  enabled  the 
department  to  reduce  its  staffing"  requirements  for 
1971-72  to  154  man-years  in  contrast  to  159.5  man- 
years  for  1970-71. 


The  Department  of  Corporations  is  charged  with 
the  enforcement  and  administration  of  the  new  Fran- 
chise Investment  Law  (Chapter  1400,  Statutes  of 
1970),  which  became  operative  on  January  1,  1971. 
It  is  the  intent  of  this  law  to  provide  each  prospective 
franchisee  with  the  information  necessary  to  make  an 
intelligent  decision  regarding  franchises  being  offered 
and  to  prohibit  the  sale  of  franchises  where  such  sale 
might  lead  to  fraud  or  a  likelihood  that  the  fran- 
chisor 's  promises  would  not  be  fulfilled.  This  regula- 
tory activity  will  cost  $81,748  and  will  require  7.9 
man-years  for  the  1971-72  fiscal  year.  The  additional 
staff  required  for  this  program  will  be  offset  by  reduc- 
tions in  other  areas,  principally  in  the  Retirement 
Systems  Law,  where  regulation  has  been  simplified 
through  enactment  of  a  new  disclosure  law  in  1970. 

In  the  Department  of  Housing  and  Community  De- 
velopment, the  employee  housing  and  labor  camps  ele- 
ment is  increased  from  $134,216  in  the  current  year  to 
$185,353  in  the  budget  year.  Legislation  which  re- 
quires annual  inspection  of  labor  camps  has  caused 
the  increase  in  this  element.  The  mobilehomes  element 
is  increased  from  $673,215  in  1970-71  to  $840,645  in 
1971-72  because  of  significant  rises  in  workload  re- 
sulting from  implementation  of  new  construction  reg- 
ulations for  mobilehomes  and  commercial  coaches.  A 
decrease  in  workload  is  anticipated  in  mobilehome 
parks  and  accessory  structures  element  as  several 
counties  are  expected  to  assume  enforcement  responsi- 
bility as  a  result  of  recent  legislation. 

Expenditures  for  the  State  Banking  Department 
and  the  Department  of  Alcoholic  Beverage  Control 
will  be  held  to  approximately  the  current  year  level. 

Transportation 

Expenditures  for  those  departments  and  activities 
related  to  transportation  will  total  $1,123,870,075  in 
1971-72  as  compared  to  $1,243,920,290  in  the  current 
fiscal  year.  The  reduced  expenditure  estimate  is  pri- 
marily the  result  of  a  decrease  in  federal  funds  for 
the  interstate  highway  systems.  In  most  other  program 
areas  expenditures  will  be  increased  to  meet  the  states 
growing  transportation  needs. 
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Department  of  Public  Works 

The  1971-72  budget  for  the  Department  of  Public 
Works  contains  $635,814,000  for  major  highway  con- 
struction and  improvements,  including  rights-of-way 
and  engineering.  This  will  provide  for  the  construc- 
tion of  nearly  165  miles  of  multilane  freeways,  the 
widening  of  30  miles  of  existing  freeways  and  the  addi- 
tion of  10  miles  of  auxiliary  lanes  aimed  at  improving 
freeway  operational  qualities.  It  will  also  construct 
about  21  miles  of  two-lane  expressways  and  40.5  miles 
of  two-lane  conventional  highways,  and  construct  or 
widen  6.5  miles  of  multilane  conventional  facilities. 

This  budget  reflects  a  loss  of  $85.2  million  in  federal 
aid  for  California  highways,  the  largest  part  of  which 
had  been  earmarked  for  construction  projects  on  inter- 
state system  freeways. 

There  is  also  a  shift  of  approximately  $37  million 
for  highway  construction  to  the  13  more  densely  pop- 
ulated southern  counties  from  the  45  counties  of  the 
north.  This  shift  was  caused  by  recently  passed  legis- 
lation which  changes  the  statutory  formula  for  the 
allocation  of  state  highway  funds  from  55  percent 
south— 15  percent  north  to  60  percent  south-40  per- 
cent north. 

The  Department  of  Public  Works  will  continue  its 
active  program  to  reduce  fatalities  and  accidents  on 
the  State  Highway  System.  Sixteen  million  dollars 
has  been  budgeted  for  projects  programmed  specif- 
ically to  eliminate  the  most  hazardous  areas  on  the 
State  Highway  System  as  shown  on  the  newly  com- 
pleted statewide  inventory  of  traffic  hazards.  A  de- 
partmental goal  has  been  established  to  realize  an  an- 
nual reduction  of  83  fatalities  and  3,125  accidents 
when  all  improvements  are  constructed. 

A  most  significant  achievement  during  1970  was 
the  increased  involvement  in  the  joint  use  of  highway 
rights-of-way  with  other  modes  of  transportation.  A 
tracked  air  cushion  vehicle  for  rapid  transit  is  now 
being  planned  to  utilize  the  San  Diego  Freeway  med- 
ian in  Los  Angeles,  and  a  mass  transit  exclusive  bus 
lane  project  is  being  developed  in  conjunction  with  the 
San  Bernardino  Freeway. 

During  1971-72,  the  department  will  move  actively 
to  advance  the  planning  capability  in  the  overall 
transportation  field.  Specific  activity  will  include  com- 
pletion of  the  development  of  a  statewide  traffic  model, 
completion  of  functional  classification  of  all  streets, 
roads,  highways  in  the  state,  and  the  development  of 
the  ability  to  predict  demands  for  various  modes  for 
transportation  in  the  major  urban  areas. 

In  the  area  of  highway  construction,  the  state  will 
continue  the  significant  improvements  which  have  been 
made  in  revising  plans,  policies,  and  procedures  based 
on  community  and  environmental  factors  considera- 
tion. Mixed  discipline  units  charged  specifically  with 
responsibility  for  community  and  environmental  fac- 


tors have  been  developed  within  existing  staffing  levels 
to  operate  in  all  11  highway  districts  and  the  de- 
partment's headquarters  staff.  Each  freeway  route 
location  study  will  consider  potential  air  and  noise 
pollution  and  will  meet  all  requirements  of  the  "En- 
vironmental Quality  Act  of  1970". 

Department  of  Motor  Vehicles 

The  growth  in  highway  transportation  in  Califor- 
nia is  perhaps  best  exemplified  by  the  number  of  reg- 
istered vehicles  and  licensed  drivers.  In  1971-72  it  is 
estimated  that  the  Department  of  Motor  Vehicles  will 
register  14,891,000  vehicles  and  issue  over  860,000 
original  driver's  licenses.  Vehicle  registrations  are  in- 
creasing at  a  rate  of  over  4.7  percent  a  year  and  the 
total  number  of  driver's  licenses  outstanding  is  in- 
creasing at  a  rate  of  over  4.5  percent  per  year. 

In  the  Department  of  Motor  Vehicles  there  is  an  in- 
crease of  118.3  man-years  to  meet  this  workload  and 
to  implement  new  legislation  enacted  in  1970.  This  in- 
crease has  been  minimized  through  the  full  imple- 
mentation of  engineered  work  standards  throughout 
the  department  and  with  the  completion  of  the  driver 
record  file  conversion  from  manual  to  electronic  data 
processing.  The  department's  automated  information 
system  now  provides  rapid  access  to  individual  driver 
and  vehicle  records  24  hours  a  day. 

Department  of  the  California  Highway  Patrol 

The  1971-72  budget  for  the  Department  of  the  Cali- 
fornia Highway  Patrol  reflects  the  costs  of  additional 
personnel  and  significant  increases  in  vehicle  costs.  It 
provides  for  an  increase  of  282  man-years  to  carry 
out  the  department 's  responsibilities  on  the  state  high- 
way and  county  road  sjrstem  and  to  meet  workload 
increases  relating  to  truck  and  passenger  vehicle  in- 
spection activities.  The  budget  also  provides  funds  for 
the  construction  of  a  new  Highway  Patrol  Academy 
near  Sacramento  and  for  the  acquisition  or  construc- 
tion of  facilities  at  Westminster,  Baldwin  Park, 
Woodland,  Grass  Valley,  Kedwood  City,  and  San  Jose. 

Department  of  Aeronautics 

A  State  Master  Airport  Plan  is  being  developed  by 
the  Department  of  Aeronautics  to  provide  a  plan  for 
airport  development  in  California  for  the  next  20 
years.  Funding  for  the  final  phase  of  this  plan  is  pro- 
posed in  1971-72  at  a  cost  of  $227,000  from  the  Aero- 
nautics Fund  and  $455,000  from  federal  funds.  Stem- 
ming from  1970  legislation,  a  new  program  'is  being 
implemented  at  a  cost  of  $150,000  to  provide  training 
flight  strips  for  general  aviation  away  from  congested 
metropolitan  airports.  The  minimum  annual  allocation 
to  publicly  owned  airports  will  increase  from  $2,500 
per  airport  to  $5,000  per  airport  in  1970-71  and 
1971-72. 
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These  programs  are  directly  concerned  with  pro- 
tecting, preserving,  enhancing  and  developing,  for  the 
benefit  of  all  Calif ornians,  the  state's  environmental 
wealth.  Programs  funded  by  the  state  range  from 
those  designed  to  attain  and  maintain  desirable  stand- 
ards of  air  and  water  purity,  to  forest  firefighting, 
flood  control,  water  development  and  the  creation  of 
recreational  opportunities. 
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EXPENDITURES  BY  CHARACTER  *  (in  millions) 


$290.7 


K/N/*v*> 


v-lvwt 


-$114.2- 


$59.5 


LOCAL 
ASSISTANCE 


SUPPORT 


CAPITAL 
OUTLAY 


'  All  funds  including   General   Fund,  special  funds, 
and  bond  funds. 


g£eAMVtce& 


CHART  5 
RESOURCES 


MILLIONS 


60 
55 
50 
45 
40 
35 
30 
25 
20 
15 
10 
5 


DISTRIBUTION  OF  TOTAL  1971-72  PROPOSED 
EXPENDITURES  BY  DEPARTMENTS  *  (millions) 


$274.8' 


W* 


rvi 


A        B        C        D        E         F 

A.  OTHER  $4.1 

B.  NAVIGATION   AND  OCEAN   DEVELOPMENT  $5.7 

C.  AIR  RESOURCES   BOARD   $6.4 
D-  FISH   AND   GAME   $21.6 

E.  CONSERVATION    $45.6 

F.  PARKS  AND   RECREATION   $49.8 

G.  WATER  RESOURCES  CONTROL   BOARD   $56.5 

H.  WATER   RESOURCES   $274.8 

*  All  funds  including  General   Fund,  special  funds, 
and  bond  funds. 
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A  brief  description  of  programs  found  within  the 
Resources  Agency  and  related  to  environmental  pro- 
tection and  enhancement  follows: 

ENVIRONMENTAL  PROTECTION  AND  ENHANCEMENT 

Need 

California  has  demonstrated  and  possesses  an  un- 
paralleled capacity  to  build  and  develop  economic  re- 
sources and  to  increase  its  citizens'  standards  of 
living.  However  it  is  becoming  increasingly  obvious 
that  a  greater  portion  of  our  effort  must  be  directed 
toward  protecting  and  enhancing  our  natural  re- 
sources and  environment. 

Man's  environment  is  his  total  surroundings,  the 
physical,  biological,  and  cultural  factors,  both  natural 
and  manmade,  which  affect  his  health,  senses  and  in- 
tellect. The  major  physical  factors  of  the  environment 
which  must  be  considered  are  the  land,  water,  air, 
climates,  sound,  odors,  tastes,  and  manmade  struc- 
tures. The  biological  factors  of  the  environment  are 
the  animals  and  plants,  both  wild  and  domestic,  native 
and  introduced.  Man  himself  is  part  of  the  biological 
environment.  Cultural  environmental  factors  are  the 
characteristic  features  of  a  given  stage  of  civilization, 
the  architectural  styles,  human  activities  and  the 
available  services  and  amenities. 

Objectives 

California  has  been  working  for  several  years  to 
identify  and  solve  its  environmental  problems.  Its 
main  emphasis  has  been  in  the  areas  of  air  pollution 
abatement,  fish  and  wildlife  protection,  and  water 
pollution  prevention  and  control.  In  recent  years, 
environmental  protection  has  been  expanded  to  in- 
clude land  use,  waste  management,  noise  control  and 
water  reclamation,  to  name  a  few. 

The  Secretary  for  Resources  is  primarily  respon- 
sible for  ensuring  the  adequate  and  properly  bal- 
anced management  of  government  functions  related 
to  California's  environment.  Within  the  Resources 
Agency,  governmental  functions  are  being  coordi- 
nated to  assure  that  departmental  programs  which 
preserve  and  enhance  one  resource  do  not  lead  to  the 
deterioration  of  another  resource.  Steps  have  been 
taken  to  expand  this  coordination  to  all  other  agencies. 

Through  the  passage  of  the  "California  Clean 
Water  Bond  Act  of  1970,"  the  citizens  of  California 
have  enunciated  their  support  of  environmental  pro- 
tection. This  is  only  one  of  the  specific  problem  areas 
to  which  emphasis  is  being  given. 

Several  other  specific  problem  areas  and  some  of 
the  related  departmental  program  elements  and  ex- 
penditures are  cited  to  illustrate  the  extent  of  the 
state's  involvement  in  environmental  protection.  The 
following  list  of  program  elements  should  be  consid- 
ered as  "action  elements,"  recognizing  that  almost 
all  governmental  programs  relate  in  some  way  to  man 
and  his  environment. 


Specific  Problems 

I.  Air  Quality 

Air  pollution  ranks  as  one  of  the  most  serious  of 
the  many  environmental  problems.  It  occurs  in  many 
areas  of  the  state  and  is  more  intense  in  the  heavily 
populated  areas. 

Air  pollution  almost  certainly  injures  man's  pos- 
sessions, interferes  with  his  activities,  offends  his 
senses  and  degrades  his  environment.  It  is  known  to 
aggravate  respiratory  diseases  and  cause  eye  irrita- 
tion. 

Air  Resources  Board 

Air  Pollution  Control:  1911-n 

Air  quality  management $5,885,630 

Motor  vehicle  emissions  control 1,166,971 

Evaluation  and  planning 147,000 

Total   $7,199,601 

'State  funds   6,399,601 

Federal  funds 800,000 

II.  Water  Quality 

Water  pollution  has  been  under  attack  in  Califor- 
nia for  more  than  four  decades.  During  this  time,  the 
problems  and  threats  have  accelerated.  Pollution  from 
domestic  sewage,  agricultural  fertilizers,  pesticides 
and  industrial  wastes  have  degraded  many  waters. 
Since  water  is  neither  created  nor  destroyed,  we  must 
protect  our  quality  waters  and  reclaim  that  water 
which  has  become  polluted. 

Department  of  Water  Resources 

Conservation,  Development  and  Use  of  State 

Water  Resources  19T1-72 

Continuing  Formulation  of  California 

Water  Plan : 

Surface  water  quality  data $390,000 

Ground  water  quality  data 178,000 

Waste  water  reclamation 207,000 

Sea  water  intrusion  studies 52,000 

Ground  water  basin  protection 

studies 85,000 

Water  quality  investigations 524,060 

California-Nevada  Joint  Water 

Quality  Investigation  of  Lake 

Tahoe    18,000 

Mammoth  Basin  water  resources 

environmental   study  15,000 

Lower  Salinas  Valley  sea  water 

intrusion 9,000 

Delta  mutipurpose  levee   study —  52,000 

Character  and  use  of  rivers 52,000 

Geothermal  resources 36.000 

Fishery  and  wildlife   enhancement  42,000 

Sierra  foothills  investigation 52,000 

Environmental  impact  analysis 104,000 

Recreation,  fish,  and  wildlife 

enhancement   175,000 

Bay  delta  environmental  protection 

study 328,000 

San  Joaquin  Valley  drainage 

monitoring   71,000 

Totals,  Department  of  Water  Re- 
sources (state  funds) $2,390,060 
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State  Water  Resources  Control  Board 

Support: 

Water  quality  control $3,543,350 

Planning  and  research 2,017,250 

Totals $5,560,600 

State  funds 3^67,600 

Clean  Water  Bond  Fund 1,540,000 

Federal  funds 653,000 

Local  Assistance : 

Assistance  for  construction  of 

sewerage,  storm  drainage  and 

water  quality  facilities 50,161,000 

State  funds 161,000 

Clean  Water  Bond  Fund 50,000,000 

Department  of  Fish  and  Game 

Water  projects  and  water  quality 

(state  funds) $450,775 

Department  of  Navigation  and  Ocean  Development 

Vessel  waste  disposal  (state  funds) $28,637 

III.  Land  Use 

Man's  use  of  California  land  is  wasteful.  Prime 
agricultural  land  is  studded  with  houses,  open  space 
is  lost  in  cities,  soils  eroded,  hills  are  reshaped  and 
removed,  and  tidal  lands  and  bays  are  being  filled. 
Most  of  this  damage  is  directly  related  to  unplanned 
population  growth.  The  use  of  the  land  must  be 
planned  with  protection  and  enhancement  of  the 
environment  a  main  objective. 

State  Lands  Division 

Land  management  (state  funds) $1,520,800 

Department  of  Navigation  and  Ocean  Development 

Beach  erosion  control $182,175 

Comprehensive  Ocean  Area  Plan 150,640 

Total  (state  funds) $332,815 

Special  Resources  Services  and  Studies 

Tahoe  Regional  Planning  Compact  __  $50,000 

Powerplant  Siting  Program 100,000 

Ventura-Los    Angeles    Mountain    and 

Coastal  Study  Commission 100,000 

Total  (state  funds)   $250,000 

Department  of  Conservation 

Watershed  and  Fire  Protection : 

Fire  prevention $539,000 

Fire  control 4,600,000 

Fire  protection 1,263,000 

Forest  range  and  watershed 

management  _J 328,000 

Conservation  camps 640,000 

Oil,  gas,  and  geothermal  protection : 

Regulation  of  oil  and  gas  operations  196,000 

Regulation  of  geothermal  operations  2,000 

Subsidence  abatement 16,000 

Totals   $7,584,000 

State  funds 7,084,000 

Federal  funds 500,000 


San  Francisco  Bay  Conservation  and 
Development  Commission 

Support  (state  funds) $259,000 

IV.  Solid  Waste 

Large  quantities  of  solid  waste  degrade  the  en- 
vironment by  causing  health  problems,  being  un- 
sightly and  occupying  space.  An  estimated  80  million 
tons  of  solid  waste  is  produced  annually  in  California. 
Its  disposal,  however,  can  also  cause  air  or  water 
pollution.  Better  methods  of  disposal  must  be  devel- 
oped and  attacks  must  be  made  on  the  source  of  the 
problem  as  well. 

The  Bay  Conservation  and  Development  Commis- 
sion has  established  regulations  prohibiting  use  of  the 
bay  as  a  dumping  ground  for  wastes.  The  Department 
of  Water  Resources  classifies  lands  for  dumpsite  use 
to  preclude  contamination  of  subsurface  waters  by 
waste  disposal  sites. 

Consideration  of  the  problems  of  waste  manage- 
ment illustrates  the  interrelationship  of  environmental 
problems.  If  waste  products  are  burned,  air  pollution 
results.  If  severe  controls  are  placed  on  burning,  then 
serious  water  quality  and  solid  waste  disposal  prob- 
lems may  result.  The  solution  is  to  devise  control 
measures  which  result  in  the  least  environmental  de- 
gradation with  consideration  given  to  land  use  and 
water  quality  as  well  as  air  quality. 

Although  effort  toward  environmental  protection 
and  enhancement  is  made  throughout  various  pro- 
grams of  the  state,  the  identification  and  relationship 
of  specific  elements  to  major  program  objectives  is 
no  easy  task.  It  is  intended  that  the  Governor's 
Budget  for  1972-73  will  include  an  inventory  of  all 
elements  of  environmental  protection  and  enhance- 
ment effort  and  that  steps  will  be  taken  to  establish 
criteria  for  determining  priorities  for  environmental 
expenditures. 

The  Resources  Agency,  under  the  direction  of  the 
Resources  Secretary,  is  composed  of  the  Departments 
of  Water  Resources,  Parks  and  Recreation,  Conserva- 
tion, Fish  and  Game,  Navigation  and  Ocean  Devel- 
opment, the  Air  Resources  Board,  the  State  Water 
Resources  Control  Board,  the  Reclamation  Board  and 
such  smaller  entities  as  the  San  Francisco  Bay  Con- 
servation and  Development  Commission,  and  the  Colo- 
rado River  Board.  A  brief  description  of  agency  ac- 
tivities follows: 

Conservation 

The  objective  of  the  Department  of  Conservation  is 
the  protection,  conservation  and  devlopment  of  Cali- 
fornia's forests,  wildlands,  watersheds,  mineral  de- 
posits, and  soil  resources.  These  natural  resource 
needs  are  fulfilled  through  programs  of  the  Divisions 
of  Forestry,  Mines  and  Geology,  Oil  and  Gas,  and 
Soil  Conservation.  The  department  proposes  to  spend 
$45.6  million  in  state  funds  to  administer  these  pro- 
grams in  1971-72. 

In  the  forest  and  watershed  fire  protection  area, 
basic  fire  protection  is  provided  to  38  million  acres  of 
California 's  prime  forest,  range,  and  watershed  lands. 
Approximately  9.5  million  acres  of  federal  and  local 
responsibility  land  is  protected  under  contract  with 
various  counties  and  federal  agencies.  Fire  protection 
is  also  furnished  for  many  local  government  and  fed- 
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eral  agencies  on  a  reimbursed  basis.  In  addition,  this 
highly  mobile  emergency  force  is  often  called  upon 
to  render  assistance  during  times  of  natural  disasters 
such  as  floods,  tidal  waves,  and  earthquakes. 

In  1971-72,  it  is  proposed  to  relocate  340  conserva- 
tion camp  inmates  to  Department  of  Corrections  con- 
servation centers.  This  will  result  in  the  closure  of 
five  conservation  camps  for  a  savings  of  over  $250,- 
000,  with  no  significant  drop  in  firefighting  capabil- 
ity. The  fire  control  element  within  the  department  is 
being  strengthened  substantially  through  an  expanded 
and  improved  fire  dispatch  system  and  an  augmented 
air  attack  program. 

In  the  geology  and  mineral  resources  area,  essential 
information  is  provided  for  protection  of  the  public 
from  landslides,  debris  flows,  land  subsidence  and  up- 
lift, earthquake,  fault  movement,  coastal  and  flood 
erosion,  mudslides,  and  other  geological  hazards. 
Other  activities  within  the  geology  and  mineral  re- 
sources area  include  the  production  of  geologic  maps, 
often  in  cooperation  with  local  and  municipal  govern- 
ments. Also  California 's  mineral  resources  are  investi- 
gated and  explored  to  assure  a  continuous  and  orderly 
development  of  the  state's  industries. 

In  the  area  of  oil,  gas,  and  geothermal  operations, 
regulatory  statutes  are  enforced  which  assure  greater 
ultimate  recovery  of  oil,  gas,  and  geothermal  re- 
sources, the  prevention  of  wastes  and  damage,  and  the 
prevention  of  contamination  of  fresh  waters  pene- 
trated by  wells.  This  program  is  entirely  funded  by 
assessment  of  the  oil,  gas,  and  geothermal  industries. 
It  is  proposed  in  1971-72  to  improve  operational 
effectiveness  and  avoid  future  personnel  increases  by 
(1)  automating  the  process  of  compiling  well  produc- 
tion reports,  (2)  converting  the  conventional  record- 
keeping system  to  microfilm  and  (3)  installing  mobile 
radios  in  six  of  the  field  engineers'  automobiles. 

Fish  and  Game 

The  objective  of  the  Department  of  Fish  and  Game 
is  to  insure  the  perpetuation  and  enhancement  of  fish 
and  wildlife  for  the  present  and  future  use  and  enjoy- 
ment of  the  citizens  of  the  state.  In.  1971-72,  the 
department  proposes  a  budget  of  $21.6  million  to 
accompish  this  objective.  The  department's  six  pro- 
grams include  enforcement  of  laws  and  regulations, 
wildlife,  inland  fisheries,  anadromous  fisheries,  marine 
resources,  and  water  projects  and  water  quality. 

The  enforcement  program  accounts  for  almost  one- 
third  of  the  department's  budget.  The  objective  of 
this  progam  is  to  insure  that  the  Fish  and  Game 
Code  is  enforced  to  a  degree  that  will  provide  for  the 
maximum  sustained  yield,  utilization  and  enjoyment 
of  the  fish  and  wildlife  resources. 

The  wildlife  management  program  attempts  to  per- 
petuate and  conserve  wildlife  found  throughout  the 
state,  to  maintain  optimum  breeding  stock  of  our 
wildlife  species  and  to  obtain  an  optimum  harvest  of 
those  game  species  that  have  an  open  hunting  season. 
Over  five  million  days  of  recreation  for  California 
hunters  are  provided  by  upland  game  species  alone. 

The  inland  fisheries  program  seeks  to  provide  diver- 
sified and  satisfactory  fishing  for  California  anglers 
while  insuring  the  perpetuation  of  the  state's  native 
fisheries.  Freshwater  fishing  in  California  currently 


sustains  about  18,000,000  angler-days  annually.  To 
supplement  natural  fish  production,  the  department 
operates  23  hatcheries  which  annually  produce  almost 
three  and  one-half  million  pounds  of  fish  for  stocking 
purposes. 

Construction  of  the  warmwater  hatchery  at  Niland 
will  be  completed  in  1970-71.  The  1971-72  budget 
contains  funds  to  equip,  staff  and  operate  this  hatch- 
ery. 
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The  anadromous  fisheries  program  deals  with  the 
important  species  of  salmon,  steelhead,  striped  bass, 
shad  and  sturgeon.  These  resources  support  an  esti- 
mated three  million  angler-days  of  recreational  fishing 
annually,  while  the  commercial  catch  of  salmon  aver- 
ages eight  million  pounds  annually. 

The  marine  resources  program  has  as  its  goal  to 
maintain  all  species  of  marine  fish  and  marine  wildlife 
for  their  intrinsic  and  ecological  values  as  well  as  for 
their  direct  benefits  to  man.  California  now  produces 
about  one-tenth  of  the  five  billion  pounds  of  commer- 
cial fishery  products  produced  by  the  United  States. 
Marine  sport  anglers  fish  more  than  six  million  days 
annually  and  land  over  29  million  pounds  of  fish  in 
California  in  addition  to  the  commercial  catch. 

The  program  of  water  projects  and  water  quality 
involves  the  review  and  study  of  federal,  state, 
and  state-assisted  water  projects,  federal  highway 
projects,  and  statewide  water  quality  conditions  to 
protect  and  augment  existing  fish  and  wlidlife  re- 
sources. 

In  1971-72,  the  department  is  proposing  to  replace 
or  renovate  their  Beechcraft  airplane  at  a  cost  of 
$300,000.  The  replacement  of  the  patrol  boat  "Yellow- 
tail"  is  also  proposed. 

Navigation  and  Ocean  Development 

Under  provisions  of  the  Governor's  Reorganization 
Plan  No.  2  of  1969  the  Department  of  Harbors  and 
Watercraft  was  abolished  and  the  Department  of 
Navigation  and  Ocean  Development  was  established 
effective  November  10,  1969.  The  objectives  of  the 
department  are  to  develop  and  improve  the  waterways 
and  boating  facilities  of  the  state,  to  promote  safety 
of  persons  and  property  in  and  connected  with  the 
operation  of  vessels  on  state  waters  and  to  conduct  a 
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beach  erosion  control  program  in  cooperation  with  the 
federal  government  and  agencies  of  local  government. 

The  boating  facilities  development  program  com- 
prises over  80  percent  of  the  department's  budget.  A 
launching  facility  grant  is  proposed  for  Lime  Saddle 
at  Oroville  Reservoir.  Small  craft  harbor  construction 
loans  are  planned  for  the  Berkeley  Marina  (Alameda 
County),  Oceanside  Harbor  (San  Diego  County),  Fish 
Harbor  Marina  (Los  Angeles  County) ,  and  San  Lean- 
dro  Harbor   (Alameda  County). 

The  boating  safety  and  regulation  program  reflects 
the  proposed  establishment,  in  1971-72,  of  a  vessel 
waste  management  element.  The  objective  of  this  ac- 
tivity is  to  achieve  compliance  among  boaters  with 
the  state  water  quality  requirements. 

The  beach  erosion  control  program  was  transferred 
from  the  Department  of  Water  Resources  under  pro- 
visions of  the  reorganization  mentioned  above.  In 
1971-72,  $52,800  is  proposed  for  Stage  5  of  the 
Orange  County  Beach  Erosion  Control  Project. 

The  department  is  also  proposing  a  capital  outlay 
project  for  the  construction  of  a  boat  launching  ramp 
and  parking  area  at  Millerton  Lake  State  Recreational 
Area.  The  project  would  provide  continuous  year- 
round  access  to  this  recreation  facility. 

Department  of  Parks  and  Recreation 

The  Department  of  Parks  and  Recreation  is  propos- 
ing expenditures  of  $49.8  million  in  1971-72  to  meet 
its  six  principal  objectives : 

1.  To  secure  and  preserve  elements  of  the  state's 
outstanding  landscape,  cultural  and  historical  fea- 
tures. 

2.  To  provide  for  the  meaningful  and  constructive 
use  of  people 's  uncommitted  time. 

3.  To  help  people  understand  and  appreciate, 
through  an  interpretive  program,  the  state's  cultural, 
historic  and  natural  heritage. 

4.  To  maintain  and  where  necessary  improve  the 
quality  of  California 's  environment. 

5.  To  maintain  a  statewide  recreation  plan  that 
includes  a  continuing  analysis  of  the  state's  need  for 
recreational  areas  and  facilities,  and  a  recommenda- 
tion of  the  levels  of  public  and  private  responses  for 
meeting  this  need. 

6.  To  encourage  all  levels  of  government  and  pri- 
vate enterprise  throughout  the  state  to  participate, 
whenever  feasible,  in  the  development  and  operation 
of  recreational  facilities. 

The  major  activity  of  the  Department  of  Parks  and 
Recreation  is  the  development  and  operation  of  the 
state  park  system.  It  is  anticipated  that  over  45  mil- 
lion people  will  visit  these  facilities  in  1971-72. 

One  of  the  major  changes  within  the  department 
for  1971-72  involves  a  change  in  emphasis  from 
statewide,  long-range  planning  to  a  concentration  on 
the  planning  and  development  of  recreation  facili- 
ties at  state  water  projects.  This  is  the  result  of  the 
successful  passage  of  Proposition  20  in  the  November 
1970  election.  Proposition  20  established  the  Recre- 
ation and  Pish  and  Wildlife  Enhancement  Bond  Fund 
and  the  department  has  assumed  the  responsibility  for 
a  $54,000,00  recreation  development  program  at  state 
water  projects. 

In  1971-72,  $500,000  is  proposed  for  workload  in- 
creases tied  to  operation  of  the  state  park  system.  The 


largest  single  item  in  this  category  is  the  opening  of 
the  Pendleton  Beach  area,  which  has  recently  been 
acquired  from  the  federal  government. 

The  1971-72  capital  outlay  budget  for  the  depart- 
ment proposes  expenditures  in  excess  of  $27,500,000. 
Over  $18,000,000  of  this  total  would  be  from  the 
State  Beach,  Park,  Recreational  and  Historical  Facil- 
ities Bond  Act  of  1964  which  will  be  completely  ex- 
pended in  the  budget  year.  Over  $8.6  million  is  pro- 
posed from  the  Recreation  and  Fish  and  Wildlife  En- 
hancement Fund  authorized  by  Proposition  20.  Some 
of  the  major  areas  proposed  for  development  in  1971- 
72  include  Point  Mugu  State  Recreation  Area,  Pismo 
State  Beach,  Silverwood  Lake,  Refugio  State  Beach, 
Doheny  Beach  and  Castaic  and  Del  Valle  Reservoirs. 

Water  Resources 

The  primary  objective  of  the  1971-72  expenditure 
program  of  the  Department  of  Water  Resources  con- 
tinues to  be  the  maximum  beneficial  use  of  Califor- 
nia's water  with  the  completion  of  the  State  Water 
Project  an  essential  responsibility.    - 

The  California  Water  Project  remains  on  schedule. 
Work  on  the  project  is  continuing  to  move  southward, 
with  a  considerable  amount  of  construction  being 
carried  on  south  of  the  Tehachapi  Mountains.  In  the 
construction  of  the  initial  facilities  of  the  State  Water 
Project  for  water  deliveries  from  Castaic  and  Perris 
Reservoirs,  97  percent  of  the  facilities  will  be  com- 
pleted by  July  1972.  Scheduled  water  deliveries  for 
1971-72  will  total  approximately  713,000  acre-feet,' 
which  will  represent  a  43-percent  increase  over  the 
deliveries  of  the  preceding  year. 

General  departmental  planning  will  'continue  to 
emphasize  investigation  of  statewide  water  needs  as 
well  as  joint  financing  in  connection  with  investiga- 
tions of  a  local  nature.  During  1971-72,  the  depart- 
ment will  give  added  emphasis  to  water  quality  and 
the  environmental  aspects  of  our  water  resources. 

The  department's  local  assistance  activities  for 
1971-72  are  in  the  area  of  flood  control.  This  activity 
provides  for  continuation  of  reimbursements  to  local 
agencies  for  lands,  easements  and  rights-of-way  ac- 
quired in  conjunction  with  authorized  flood  control 
projects:  In  1971-72,  $4  million  is  provided  for  this 
purpose. 

State  Water  Resources  Control  Board 

The  State  Water  Resources  Control  Board  is 
charged  with  the  function  of  determining  the  rights  to 
the  use  of  water,  so  that  the  limited  water  resources  of 
the  state  are  wisely  used  and,  with  the  nine  regional 
water  quality  control  boards,  to  provide  coordinated 
statewide  control  of  water  quality.  The  three  major 
programs  of  the  board  are  water  quality  control, 
planning  and  research  and  water  rights. 

The  objective  of  the  water  quality  control  program 
is  to  end  water  pollution  and  to  maintain  the  highest 
possible  water  quality.  To  work  toward  this  objective 
the  board  must  formulate  water  quality  control  poli- 
cies, establish  and  review  waste  discharge  require- 
ments, maintain  a  surveillance  and  enforcement 
activity,  and  review  applications  for  federal  grants 
and  state  financial  assistance  for  construction  of  waste 
treatment  facilities. 
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The  planning  and  research  program  has  as  its  ob- 
jective to  provide  comprehensive  long-range  planning 
to  better  manage  the  quality  of  the  state's  water.  The 
data  and  information  provided  by  this  program  is 
needed  to  solve  the  increasingly  complex  problems  of 
water  quality  management. 

The  objective  of  the  water  rights  program  is  to 
obtain  the  greatest  beneficial  use  of  the  waters  of  the 
state.  It  is  also  important  to  prevent  waste  or  unrea- 
sonable use  of  water  by  administering  the  appropria- 
tion laws,  to  give  assistance  to  the  courts  in  determi- 
nation of  water  rights,  and  to  maintain  a  record  of 
water  diversions  and  use  throughout  the  state. 

The  passage  of  the  Porter- Cologne  Water  Quality 
Control,  Act  and  the  Clean  Water  Bond  Law  of  1970 
have  greatly  expanded  the  tasks  and  workload  of  the 
board,  which  will  increase  overall  operating  costs  by 
slightly  over  one  million  dollars. 

The  authority  of  the  state  and  regional  boards  was 
substantially  increased  by  the  Porter-Cologne  Water 
Quality  Control  Act,  which  became  operative  on  Jan- 
uary 1,  1970.  The  Porter-Cologne  Act  is  the  first 
major  overhaul  of  the  state's  water  quality  control 
law  in  20  years  and  it  is  regarded  as  the  toughest 
water  quality  control  act  in  the  nation. 

In  the  November  1970  general  election,  over  75  per- 
cent of  the  voters  approved  the  Clean  Water  Bond 
Law  of  1970.  This  $250  million  bond  issue  is  part  of  a 
federal-state-local  program  to  invest  one  billion  dol- 
lars in  construction  of  new  or  improved  wastewater 
treatment  and  disposal  facilities  in  California  in  the 
next  five  years.  The  board  is  anticipating  the  expendi- 
ture of  $50  million  in  bond  funds  during  7971-72  to 
assist  local  entities  in  the  construction  of  these  facili- 
ties. 


Air  Resources  Board 

The  mission  of  the  Air  Kesources  Board  is  to  con- 
trol air  pollution  in  California.  Air  pollution  is  com- 
plex, both  in  its  makeup  and  in  its  control. 

This  budget  provides  $7.2  million  (including  $800,- 
000  in  federal  funds)  for  support  of  the  air  pollution 
control  activities  of  the  board,  including  funds  for 
continued  research  into  the  causes  of  smog  and 
the  inter-action  of  various  pollutants  in  the  atmos- 
phere. As  additional  information  is  gained,  new 
or  revised  air  quality  standards  will, be  set  for  the 
contaminants.  New  emissions  standards  will  also  be 
set  to  control  both  stationary  and  vehicular  sources 
of  pollution. 

California  has  turned  the  corner  on  vehicle  pollu- 
tion; however,  more  work  is  needed  if  the  objective 
of  restoring  air  quality  to  the  1940  levels  is  to  be  met, 
particularly  with  the  increase  in  car  population  antic- 
ipated by  1980. 

The  1970-71  budget  provided  $1.6  million  for  con- 
structing and  equipping  a  new  air  pollution  labora- 
tory which  will  be  capable  of  evaluating  the  numerous 
control  systems  being  developed.  It  will  also  be  used 
for  research  and  development  in  connection  with  the 
increasingly  critical  emissions  standards.  This  facility 
will  be  in  operation  during  1971-72. 

The  1970  Legislature  directed  the  Air  Resources 
Board  to  initiate  a  number  of  new  programs  or  ex- 
pand current  programs  in  fiscal  year  1970-71.  This 
action  will  be  reaching  full  effectiveness  in  1971-72. 
The  programs  include  control  of  agricultural  burning, 
expansion  of  state  air  monitoring  activities,  coordina- 
tion of  local  air  pollution  control  districts,  review  of 
local  air  pollution  rules  and  regulations,  and  a  greatly 
expanded  research  program. 
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Human  Relations  Introduction 

The  Human  Relations  category  encompasses  the 
health,  welfare  and  correctional  program  areas  and  is 
second  only  to  education  in  the  magnitude  of  state 
expenditures.  Services  are  provided  to  a  broad  spec- 
trum of  California  citizens  through  the  joint  efforts 
of  state,  federal  and  local  agencies.  Continued  em- 
phasis will  be  placed  on  the  development  and  opera- 
tion of  local  programs  in  the  1971-72  fiscal  year. 


Department  of  Mental  Hygiene 

On  July  1,  1969,  the  Department  of  Mental  Hygiene 
began  operating  under  the  provisions  of  the  California 
Mental  Health  Act.  As  of  December  1,  1970,  58  coun- 
ties and  communities  have  established  community  men- 
tal health  programs.  These  programs  provide  services 
to  the  mentally  ill,  drug  abusers,  and  alcoholics,  and 
have  contributed  significantly  to  reducing  the  popula- 
tion in  the  hospitals  for  the  mentally  ill.  This  decrease 
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HUMAN  RELATIONS  EXPENDITURE  DOLLAR 
1971-72  (thousands) 


TOTAL  GENERAL  FUND 
$1,844,642  B 


A— Correctional 

B— Health  Care  Services 

C— Human  Resources  Development 

D— Mental  Health 

E-Public  Health 

F— Rehabilitation 

G— Social  Welfare 

H— Industrial  Relations 


PERCENT 

DOLLARS 

9.6 

177,377 

32.1 

589,121 

0.5 

9,863 

17.0 

312,271 

2.8 

50,690 

0.4 

7,118 

36.4 

676,500 

1.2 

21,702 

TOTAL  ALL  FUNDS  * 
$4,767,937 

B 


A— Correctional 

B— Health  Care  Services 

C— Human  Resources  Development 

D— Mental  Health 

E-Public  Health 

F— Rehabilitation 

G— Social  Welfare 

H— Industrial  Relations 


PERCENT 

DOLLARS 

3.7 

179,061 

23.2 

1,111,662 

24.8 

1,183,261 

6.7 

320,136 

2.2 

110,677 

1.0 

51,240 

38.0 

1,811,900 

0.4 

21,987 

*  Excludes  local  funds. 
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DEPARTMENT  OF  MENTAL  HYGIENE  EXPENDITURES  FOR 
MENTAL  HEALTH  (GENERAL  FUND)  <*> 


MILLIONS 
300 
250 
200 
150 
100 
50 
0 


STATE 
ADMINISTERED 


LOCALLY 
ADMINISTERED 


TOTALS 


Actual         Actual  Actual        Estimated    Proposed 

1967-68      1968-69      1969-70        1970-71      1971-72 


192,086 


24,666 


216,752 


201,391 


29,956 


231,347 


214,886 


53,387 


268,273 


224,201 


72,436 


296,637 


216,131 


96,141 


312,271 


in  population,  plus  more  effective  management  of 
available  resources,  has  made  possible  a  reduction  in 
nursing  supervisor  and  hospital  support  positions. 
Similarly,  the  reduction  in  inpatient  population  has 
reached  the  point  where  it  is  no  longer  economically 
feasible  for  the  state  to  continue  operating  DeWitt 
State  Hospital,  and  it  will  be  transferred  to  Placer 
County  or  closed  by  July  1,  1971.  In  the  1971-72 
budget,  the  state  is  continuing  to  increase  its  financial 
assistance  to  the  community  mental  health  programs 
(see  Chart  8).  The  1971-72  budget  includes  an  in- 
creased General  Fund  expenditure  of  $21,598,715 
over  the  1970-71  budget.  Essentially,  these  funds  are 
to  meet  the  general  increase  in  the  cost  of  care,  and 
the  cost  of  aftercare  services  which  the  Legislature 
recently  added  as  a  required  service  of  the  local  pro- 
grams. The  state-local  cost-sharing  ratio  continues  at 
90  percent  state  and  10  percent  local. 

In  February  1968,  new  staffing  standards  which 
had  been  recommended  by  the  California  Commission 
on  Staffing  Standards  were  adopted,  with  a  five-year 
goal  set  to  achieve  these  standards.  However,  on  Jan- 
uary 1,  1970,  100  percent  of  the  recommended  stand- 
ard was  achieved  for  the  nursing  staff  of  the  hospitals 
for  the  mentally  ill.  The  1971-72  budget  will  continue 
this  staffing  at  100  percent  of  standard.  Nursing  staff- 
ing in  the  hospitals  for  the  mentally  retarded  is  cur- 
rently at  88  percent  of  the  standard.  The  1971-72 
budget  proposes  the  addition  of  160  positions  which, 
along  with  the  continuing  decline  of  inpatient  popula- 
tion, will  raise  the  percent  of  standard  achieved  to  91. 

Inpatient  population  in  the  state  hospitals  was  47,- 


190  on  June  30,  1960,  and  42,270  on  June. 30,  1965, 
It  is  estimated  that  this  population  will  decline  to 
20,689  by  June  30,  1972,  a  reduction  of  51  percent. 
This  reduction  has  resulted  in  a  decreased  need  for 
nursing  care  personnel,  which  is  reflected  in  a  reduced 
amount  being  proposed  for  manpower  training  and 
development.  In  keeping  with  this  continuing  reduc- 
tion in  workload,  appropriate  reductions  are  proposed 
in  headquarters  administration. 

Medi-Cal 

The  California  Medical  Assistance  Program  (Medi- 
Cal),  administered  by  the  Department  of  Health  Care 
Services  in  cooperation  with  county  and  federal  gov- 
ernment, is  budgeted  at  a  total  of  $1,336  billion  in 
fiscal  year  1971-72.  The  state's  share  of  this  program 
is  budgeted  at  $589  million  from  the  General  Fund. 
(See  chart  below  for  the  General  Fund  expenditures 
for  the  past,  current  and  budget  years.) 

In  the  current  year  spiraling  costs  resulting  from 
increasing  caseloads  and  heavier  than  expected  utili- 
zation of  services  caused  the  Department  of  Health 
Care  Services  to  take  administrative  action  to  curb 
these  rising  costs  through  the  adoption  of  emergency 
regulations.  The  control  measures  are  expected  to  re- 
main in  effect  for  the  balance  of  the  1970-71  fiscal 
year  in  order  to  maintain  the  expenditure  level  within 
appropriation  limitations. 

The  1971-72  fiscal  year  General  Fund  share  of  cost 
reflects  an  increase  of  $105  million  over  the  current 
year.  The  Governor's  Budget  also  reflects  a  change 
in  concept  with  respect  to  the  degree  of  utilization  by 
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recipients  and  is  referred  to  in  the  budget  document 
as  the  "average  citizen"  plan.  Under  this  plan  the 
medical  services  annually  provided  to  the  Medi-Cal 
caseload  will  be  closely  related  to  that  obtained  by  the 
self-supporting  American  citizen. 

Further,  the  new  proposal  would  create  an  incentive 
to  be  more  selective  on  the  utilization  of  medical 
services  by  the  recipients.  Administratively  the  plan 
would  enable  the  department  to  establish  a  known 
and  controllable  fiscal  program.  No  significant  change 
in  caseload  is  expected  as  a  result  of  the  implementa- 
tion of  this  plan. 

Department  of  Social  Welfare 

Public  assistance  and  social  services  for  the  aged, 
the  handicapped,  dependent  children,  and  the  needy 
will  require  $676.5  million  from  state  funds  during 
1971-72,  a  decrease  of  $65.2  million  from  comparable 
expenditures  in  the  current  fiscal  year. 

Fiscal  requirements  for  1971-72  have  been  lowered 
based  upon  the  projected  implementation  of  recom- 
mendations made  by  the  Governor's  Task  Force  on 
Public  Assistance  and  the  Departmental  Regulations 
Task  Force.  These  changes  will  affect  the  depart- 
ment 's  programs  as  follows :  tightening  of  welfare  eli- 
gibility procedures;  limitation  on  allowable  expenses 
of  employment;  redefinition  of  "unemployed  par- 
ent"; stricter  eligibility  requirements  and  allowances 
for  in-home  protective  living  arrangements  and  spe- 
cial housing  needs;  and  other  public  assistance  re- 
forms through  administrative  and  legislative  action. 

Continued  accelerated  growth  in  welfare  costs  has 
put  tremendous  pressure  on  state  governments  in 
their  attempts  to  provide  for  the  needs  of  the  public 
within  available  funds.  In  fiscal  year  1970-71,  an  in- 
depth  analysis  of  welfare  regulations  was  undertaken. 
As  a  result  of  this  analysis,  the  current  year  1970-71 
and  budget  year  1971-72  reflect  cost  reductions  in 
several  areas  as  outlined  above. 

Efforts  will  be  continued  in  1971-72  to  develop  ad- 
ditional welfare  reforms  in  a  variety  of  program 
areas,  including  eligibility  and  payment  determina- 
tion, overall  system  management,  and  the  delivery  of 
welfare  services. 

Department  of  Human  Resources  Development 

The  department  will  continue  to  direct  its  resources 
and  programs  for  job  training  and  placement  services 
so  as  to  insure  effective  primary  utilization  to  those 
areas  with  the  largest  concentration  of  unemploy- 
ment. It  is  estimated  that  1.5  million  Californians  are 
disadvantaged,  poor  or  near  poverty.  Programs  to 
upgrade  and  refer  unemployed  persons  will  continue 
in  the  budget  year. 

In  the  Job  Training,  Development  and  Placement 
programs,  the  department  will  increase  its  computer- 
assisted  job  and  applicant  matching  system  (LINCS) 
and  integrate  it  with  computerized  job  banks  in  San 
Francisco  and  Los  Angeles.  By  the  end  of  fiscal  year 
1971-72,  nine  job  banks  will  serve  all  metropolitan 
areas  in  the  state,  representing  83  percent  of  the  total 
state  labor  force.  The  Work  Incentive  Program 
(WIN)  will  be  expanded  to  increase  the  training 
slots  from  16,800  to  17,600,  which  will  provide  com- 
prehensive manpower  services  to  an  additional  1,400 


welfare  recipients.  A  nine-million  dollar  contract 
with  the  Manpower  Administration  will  provide  for 
implementation  of  intensive  job  development  proj- 
ects, affecting  many  workers  displaced  in  the  aero- 
space and  scientific  fields. 

In  the  tax  collection  and  insurance  payments  pro- 
gram, extended  duration  of  federal  benefits,  were 
triggered  "on"  in  December  1970  and  the  state's 
extended  duration  will  probably  trigger  "on"  in  Feb- 
ruary 1971.  An  embossed  card  payment  system  has 
been  tested  locally,  and  in  fiscal  year  1971-72  will  re- 
place local  cash  pay,  bank  pay  orders,  and  central 
mail  pay  systems.  Partial  reorganization  of  division 
offices  under  a  district  office  system  will  provide  better 
public  service  at  no  additional  cost. 

In  the  Farm  Labor  Services  Program,  services  will 
be  expanded  to  include  both  agricultural  and  nonag- 
ricultural  workers  and  employers  in  all  rural  areas. 

The  Office  of  Economic  Opportunity  (OEO)  is  cur- 
rently planning  to  conduct  demonstration  programs 
to  test  the  validity  of  certain  innovative  approaches 
to  the  problems  of  poverty  in  the  state,  including  col- 
lection of  data  to  measure  the  magnitude  and  severity 
of  poverty  by  geographic  areas,  compilation  of  avail- 
able federal,  state,  local  and  private  resources,  and 
the  matching  of  available  resources  to  problems. 

Department  of  Corrections 

Revised  estimates  and  recent  trends  indicate  the 
institution  population  of  the  department  will  not  be 
as  high  as  last  year's  predictions.  Current  estimates 
place  the  population  at  approximately  27,000  for 
1971-72  as  compared  to  a  prediction  of  29,831  for 
June  30,  1972  in  last  year's  budget.  This  lower  popu- 
lation permits  the  department  to  close  the  California 
Men's  Colony-west  facility  during  1970-71  by  moving 
these  older  inmates  to  other  facilities  with  available 
space. 

In  contrast  to  the  institution  population,  parole 
population  in  California  communities  will  increase 
this  year  to  approximately  18,000.  Much  of  this  pa- 
role increase  is  due  to  policy  modification  by  the  re- 
leasing authorities  who  determine  when  inmates  are 
ready  for  return  to  the  community  under  parole 
supervision.  The  department  has  contributed  to  this 
in  several  ways.  Improved  parole  supervision  and 
fewer  cases  per  parole  agent  for  about  one-third  of 
the  total  releasees  assures  closer  contact  with  each 
parolee  to  either  assist  him  in  community  reorienta- 
tion or  return  him  to  prison  for  violations  of  parole 
conditions  before  he  can  commit  new  crimes.  This 
strengthened  parole,  known  as  work  unit  supervision, 
reduces  the  caseload  from  70  per  agent  to  35. 

Another  condition  favorable  to  earlier  releases 
from  the  institutions  is  the  psychiatric  care  provided 
through  departmental  psychiatric  outpatient  clinics. 
Having  these  services  available,  when  the  releasing 
authorities  require  such  as  a  condition  of  parole, 
further  contributes  to  assurances  of  safe  community 
release. 

The  institutions  also  assist  in  release  success 
through  their  programs  of  psychotherapy  and  counsel- 
ing, education  and  work  experience  to  prepare  the  in- 
mates, in  the  shortest  possible  time,  for  return  to  the 
community  as  a  contributing  member  of  society. 
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THE  CORRECTIONAL  DOLLAR 

PERCENT  EXPENDITURES  (GROSS) 
1971-72 


General  Fund  Special  Funds 

Function  Expenditures 

(Millions) 
Institution  Operations 

A.  Inmate  Canteen  and  Welfare  Benefits. ..  $3.7 

B.  Industrial  Enterprises 13.3 

C.  Behavioral  Modification  7.6 

D.  Education  and  Training  6.0 

E.  Inmate  Maintenance  and  Work  Projects 20.6 

F.  Feeding 11.0 

G.  Security 39.1 

H.  Intake  and  Release  Processing      9.5 

Community  Operations 

I.   Community  Services  1.5 

J.   Parole  Supervision 10.8 


Percent 


3.0 
10.8 

6.2 

4.9 
16.7 

8.9 
31.8 

7.7 

1.2 
8.8 


As  shown  in  the  above  chart,  almost  one-third 
of  the  department's  expenditures  is  for  security  pur- 
poses. In  addition,  expenditures  for  community  serv- 
ices and  parole  supervision  outside  the  institutions  is 
now  at  10  percent,  reflecting  the  increasing  parole 
population. 

Operations  during  1971-72  will  continue  at  the 
most  economical  level  consistent  with  the  rehabilita- 
tion of  inmates  and  secure  supervision  of  parolees.  No 
major  program  augmentations  are  proposed.  How- 
ever, an  increase  of  $3.4  million  will  be  necessary  to 
fund  improved  employee  retirement  benefits  required 
under  Chapter  1600,  Statutes  of  1970. 

Department  of  the  Youth  Authority 

Population  in  Youth  Authority  institutions  is  pro- 
jected for  a  slight  decrease  in  1971-72,  while  a  slight 
increase  is  projected  for  parole  population.  The  Pro- 
bation Subsidy  Program  will  be  increased  by  $1,150,- 
000,  to  a  level  of  $15,900,000  in  the  budget  year.  This 
local  assistance  program,  which  emphasizes  local  su- 
pervision and  treatment  of  offenders  on  probation,  is 
one  of  the  main  reasons  for  the  dramatic  decline  in 
the  commitment  rates  of  offenders  to  the  Department 
of  the  Youth  Authority  and  the  Department  of  Cor- 
rections. 

The  result  of  the  drop  in  commitment  rates  to  the 
Department  of  the  Youth  Authority  is  a  decrease  in 
the  requirement  for  bed  capacity  in  existing  facilities. 
Because  of  this,  the  department  will  be  able  to  close 
Pricot  Kanch  School  for  Boys  during  the  1970-71 
fiscal  year. 

The  Department  of  the  Youth  Authority  will  con- 
tinue its  efforts  to  support  programs  that  divert 
youthful  offenders  and  potential  offenders  from  the 
criminal  justice  system.  Fifteen  delinquency  preven- 
tion projects  were  established  during  1970  in  counties 
throughout  the  state,  financed  by  $200,000  in  state 


funds  and  augmented  by  almost  $1,000,000  in  federal 
funds.  An  appropriation  of  $200,000  is  proposed  for 
1971-72  which  will  be  used  to  match  federal  funds  as 
in  1970. 

As  shown  in  the  following  chart,  approximately 
two-thirds  of  the  Youth  Authority  expenditure  dollar 
provides  rehabilitative  services  to  wards  committed  to 
the  department.  Approximately  one-third  of  the  re- 
maining Youth  Authority  expenditure  dollar  provides 
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supportive  services,  primarily  financial  assistance  to 
local  jurisdictions  for  such  programs  as  Special  Pro- 
bation Supervision,  County  Camps,  Ranches  and 
Homes,  and  Delinquency  Prevention  projects. 

Department  of  Rehabilitation 

A  total  of  14,358  disabled  persons  were  rehabili- 
tated in  1969-70.  The  dollar  benefits  will  continue 
far  beyond  the  period  required  to  recover  the  cost  of 
service.  The  cost  of  rehabilitation  in  1969-70  was 
$34,528,000,  while  savings  are  estimated  at  $7,260,000. 
In  1970-71  it  is  expected  that  14,000  persons  will  be 
rehabilitated  and  in  1971-72,  15,800  disabled  persons 
are  estimated  to  be  rehabilitated  to  a  nongovern- 
mental cost  status. 

Community  services  to  alcoholics  will  be  increased 
with  the  goal  to  reduce  the  number  of  nonpsychotic 
alcoholic  patients  now  being  treated  in  state  hospitals. 

In  1971-72,  additional  emphasis  will  be  directed  to 
rehabilitating  the  public  offender.  Primary  emphasis 
will  be  directed  toward  persons  who  have  been  re- 
leased from  state  institutionalization,  although  addi- 
tional programs  are  also  anticipated  in  the  schools  of 
the  correctional  system. 

Sponsors  from  the  private  industrial  area  will  be 
authorized  to  assume  management  of  Industrial  Re- 
habilitation Services.  This  type  of  management  has 
proven  successful  in  the  past,  especially  for  the  indi- 
vidual workers.  Initially,  some  grants  will  be  avail- 
able to  activate  and  sustain  the  transfer,  if  necessary. 
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REHABILITATION  BY  TYPE  OF  DISABILITY  IN  1969-70 
(14,358  PERSONS  REHABILITATED) 
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DISABILITY                                     PERCENT 

TOTALS 

A-ALCOHOLICS                               18.6 

2,667 

B-MENTALLY  RETARDED                  8.1 

1,163 

C-BEHAVIORAL  DISORDERS          13.6 

1,949 

D-SENSORY  DISORDERS                10.0 

1,436 

E-MENTALLY  ILL                                9.9 

1,422 

F-PHYSICALLY  DISABLED               39.8 

5,721 

Department  of  Public  Health 

Through  its  four  major  programs,  the  Department 
of  Public  Health  identifies  new  and  changing  health 
problems,  develops  improved  techniques  for  preven- 
tion and  control  of  disease  and  environmental  prob- 
lems, provides  and  assures  high-quality  health  serv- 
ices, and  emphasizes  community  and  individual 
participation  in  developing  and  implementing  health 
programs  and  services. 

Federal  funds  account  for  approximately  47  per- 
cent of  the  department's  1971-72  budget,  including 
grants-in-aid,  Medicare  reimbursement,  and  support 
of  the  special  projects  program.  Of  all  funds,  over 
80  percent  will  be  spent  at  the  community  level, 
through  direct  financial  assistance  or  purchase  of 
health  services. 

The  individual  California  citizen  has  little  direct 
influence  over  most  environmental  health  hazards  or 
the  quality  and  safety  of  consumer  goods.  Environ- 
mental Health  and  Consumer  Protection  Services  car- 
ries out  measures  to  detect  and  deal  with  such  prob- 
lems before  they  emerge  or  reach  critical  stages,  in 
such  areas  as  foods  and  drugs,  radiation,  domestic 
water  and  sewage  disposal  systems,  solid  waste,  vec- 
tor-borne disease,  and  occupational  hazards  including 
pesticides. 

Preventive  Medical  Services  is  the  focal  point  in  the 
department  for  planning  and  action  to  improve  per- 
sonal health  services  in  California.  It  develops  and 
implements  methods  and  services  for  control  or  ame- 
lioration of  chronic  and  communicable  diseases,  and 
administers  funds  which  purchase  health  services  for 
crippled  children,  infants  and  mothers,  and  high-risk 
groups  such  as  California's  Indians.  Under  1969  leg- 
islation, services  to  the  mentally  retarded  and  their 
families  have  been  expanded,  and  a  coordinated  inter- 
departmental program  is  being  developed  through  the 
Human  Relations  agency.  The  1971-72  Budget  pro- 
poses an  increase  in  the  General  Fund  support  for 
regional  mental  retardation  centers  of  approximately 
$2,000,000.  The  department  will  fund  a  minimum  of 
nine  centers  in  the  budget  year.  In  addition  the  de- 
partment has  assumed  a  new  program  responsibility 
for  coordinating  the  development  of  a  statewide 
emergency  medical  care  system. 

Community  Health  Services  is  the  department's 
primary  channel  to  local  health  agencies  for  financial 
and  technical  assistance  which  support  planning  and 
high-quality  operations  of  a  wide  variety  of  health 
facilities  and  services.  Health  facility  licensing  and 
certification,  and  planning  and  construction,  are 
among   the   major   responsibilities   of   this   program. 

Nearly  90  percent  of  Community  Health  Services' 
funds,  and  87  percent  of  Preventive  Medical  Services' 
funds,  will  be  used  at  the  local  level  in  1971-72. 

Enactment  of  the  federal  "Partnership  for  Health" 
program  in  1966  (P.L.  89-749)  charted  a  new  course 
for  the  development  of  health  care  throughout  the 
nation.  This  law,  together  with  subsequent  state  legis- 
lation, provides  the  framework  for  relating  the  state's 
health  planning  efforts  to  its  overall  needs  and  re- 
sources. The  department's  Office  of  Comprehensive 
Health  Planning  conducts  this  program,  with  empha- 
sis on  long-range  health  needs,  directions,  and  priori- 
ties. 
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Department  of  Industrial  Relations 

The  Department  of  Industrial  Relations  contrib- 
utes toward  improvement  of  working  conditions  of 
wage  earners  in  the  state,  including  mediation  or 
arbitration  of  labor  disputes,  adjudication  of  claims 
under  the  Workmen's  Compensation  Law,  and  the 
enforcement  of  standards  of  safety  in  all  phases  of 
industrial  activity. 

Apprenticeship  training  programs  providing  op- 
portunities for  profitable  employment,  particularly  to 
younger  citizens  of  the  state,  are  monitored  in  coop- 


eration with  the  federal  government  under  Title  38, 
U.S.  Code  (Vietnam  G.I.  BiU). 

Additionally,  the  state  maintains  an  apprenticeship 
promotion  and  development  program  through  the 
establishment  and  maintenance  of  standards  under 
which  labor  and  management  cooperatively  conduct 
apprenticeship  training. 

The  Labor  Statistics  program  provides  a  wide 
variety  of  reports  and  statistical  material  which 
measure  the  economic  health  of  the  state  and  aid  in 
planning,  marketing  and  labor  force  decisions  of  both 
state  and  local  governments  and  business  organiza- 
tions in  the  private  sector. 
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California  continues  to  lead  every  state  in  the  na- 
tion in  the  number  of  youths  and  adults  enrolled  in 
its  public  education  system — from  preschool  through 
university  graduate  school.  More  than  one-fourth  of 
all  Calif ornians  (5,600,000)  are  actively  pursuing 
their  educational  objectives  by  full-time  or  part-time 
attendance  in  the  public  schools.  Chart  13  displays  the 
pattern  of  enrollment.  It  also  shows  the  state  tax  dol- 
lars which  are  supplied  to  the  public  schools. 

-  Those  enrolled  in  education  reflect  the  ever  chang- 
ing nature  of  California's  society.  There  is  a  greater 
awareness  of  the  problems  and  issues  confronting  our 
state  and  its  citizens  and  an  increasing  desire  and 
need  to  gain  the  knowledge  to  help  deal  with  those 
issues. 

A  recent  and  significant  trend  in  California  is  the 
decline  in  the  rate  of  population  growth.  This  has 
been  due  both  to  reduced  births  and  changing  migra- 
tion patterns.  Chart  14  shows  the  impact  of  these 
changes  in  various  age  groups.  The  slowing  of  popu- 
lation growth  is  beginning  to  reflect  in  lower  total  en- 
rollments in  the  elementary  grade  levels  in  California. 
This  trend  will  eventually  carry  through  and  have  a 
similar  impact  in  higher  education  in  the  first  half 
of  the  1980 's. 

At  the  present  time  the  University,  state  colleges, 
and  the  community  colleges  are  expanding  at  a  signi- 
ficant rate  as  the  total  college  age  group  and  the  pro- 
portion of  that  age  group  going  to  college  both  in- 
crease. 

The  combination  of  decreasing  enrollment  pressure 
on  the  elementary  level  of  the  education  system  and 
increasing  enrollment  pressure  on  higher  education 
presents  decision  makers  both  an  opportunity  to  en- 
hance the  quality  of  education  and  the  challenge  to 
hold  the  line  on  the  overall  cost  to  the  taxpayer. 

In  recognition  of  these  changing  conditions,  an  in- 
tensive effort  has  been  made  during  the  past  year  to 
examine  both  the  outputs  and  the  underlying  assump- 
tions which  form  the  basis  of  costs  in  education  and 
higher  education. 
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WHAT   DO   YOUR   STATE   TAX   DOLLARS 
BUY   IN   EDUCATION    FOR    1971-72 
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ENROLLMENT 
327,629 


EXPENDITURE 
$675,625,000 


Community 
Colleges  (A) 


ENROLLMENT 
563,295 


EXPENDITURE 
$180,165,000 


K-12  ElementarX 

Through A 

High  School 


ENROLLMENT 
4,727,123 


EXPENDITURE 
$1,522,813,000 


Totals 


ENROLLMENT 
5,618,047 


EXPENDITURE 
$2,378,603,000 


V4  of  all  Californians  are  enrolled   in   Public  Schools 


(A)    Does  not  include  capital   construction  funds. 

Education  K—  72 

Education  K-12  activities  represent  the  largest 
block  of  state  expenditures  for  education.  Since 
programs  are  administered  by  local  school  dis- 
tricts, it  is  difficult,  with  the  present  data  sys- 
tem, to  determine  how  equitably  and  effectively 
the  state  dollars  have  been  spent.  During  the  past 
year,  efforts  have  been  underway  to  examine  in  depth 
the  effectiveness  of  the  current  system  for  allocating 
state  aid  to  public  schools,  the  management  efficiency 
of  the  local  school  district,  the  direction  of  education 
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CALIFORNIA  GROWTH  RATE  1960  TO  1970 


THIS  GRAPH  ILLUSTRATES  THE 
GROWTH    RATES  OF   MAJOR 
SEGMENTS  OF  CALIFORNIA'S 
POPULATION   FROM   1960  TO  1970. 


s« 


o  + 
E  m 


O      CIO 

ce  <: 


SOURCE:    CALIFORNIA  DEPARTMENT  OF  FINANCE 

FINANCIAL  AND  POPULATION  RESEARCH  SECTION 


in  the  70 's,  and  the  system  needed  to  assess  the  ac- 
complishments in  education.  It  is  hoped  that  during 
the  1971-72  legislative  session  the  results  of  these 
studies  can  be  evaluated  in  light  of  improving  the 
quality  of  public  education  in  California. 

PRESENT  SYSTEM  OF  FINANCING  CALIFORNIA'S 
PUBLIC  SCHOOLS 

Through  the  apportionment  of  state  moneys,  the 
state  shares  with  the  local  school  district  the  respon- 
sibility for  maintaining  the  public  school  system. 
State  funds  are  distributed  through  the  principal 
apportionment.  Additional  state  aid  is  given  in  the 
form  of  transportation  allowances,  free  textbooks, 
education  programs  for  the  handicapped  and  dis- 
abled and  other  education  programs  to  meet  specific 
needs.  The  apportionment  covers  kindergarten 
through  grade  12  and  community  college  programs. 

Foundation  Program 

The  state  guarantees  a  minimum  level  of  support 
for  education  by  assuring  that  the  combination  of  the 
state  and  local  funds  meets  a  level  defined  as  the 
Foundation  Program.  The  state  portion  of  the  Foun- 
dation Program  consists  of  basic  aid  and  equalization 
aid.  Further  state  aid  is  given  to  low-wealth  districts 
in  the  form  of  supplemental  support.  The  Founda- 
tion Program  defines  the  level  of  support  for  a  dis- 
trict in  the  amount  of  state  aid  necessary  to  meet 
that  level.  In  1970-71,  the  Foundation  Program  for 
large  districts  was  established  at  $488  for  high  schools 
ADA  and  $355  for  elementary  ADA.  ADA  means 
average  daily  attendance  and  is  a  means  of  determin- 
ing the  pupil  attendance  of  the  schools.  The  amount 
of  state  aid  is  determined  by  subtracting  from  the 
foundation  level  the  amount  raised  by  a  defined  level 


of  local  property  tax.  The  amount  raised  by  the 
property  tax  is  referred  to  as  district  aid.  Factors 
such  as  school  size,  district  unification,  and  district 
size  affect  the  level  of  the  Foundation  Program  in 
a  particular  district. 

Basic  Aid 

The  Constitution  requires  that  the  public  school 
system  shall  receive  $120  in  state  aid  per  ADA.  The 
Legislature  has  modified  this  to  provide  a  flat  rate 
of  $125  per  ADA  to  be  given  to  each  district  regard- 
less of  its  wealth.  In  1971-72,  $665,561,500  in  basic  aid 
will  be  distributed  by  the  state  to  1,070  elementary, 
high  school  and  unified  school  districts. 

Equalization  Aid 

The  state  equalizes  educational  resources  by  guar- 
anteeing districts  whose  district  aid,  together  with 
the  state  basic  aid,  is  insufficient  to  meet  the  level 
defined  by  the  Foundation  Program.  The  amount  of 
equalization  aid  which  a  district  receives  is  determined 
by  subtracting  the  amount  of  district  aid  plus  the 
basic  aid  of  $125  per  ADA  from  the  foundation  level. 
In  1971-72,  $580,370,358  of  equalization  aid  will  be 
distributed  by  the  state  to  elementary,  high  school 
and  unified  school  districts.  Included  in  this  amount 
is  $88  million  for  continuation  of  the  equalization  aid 
cost  adjustment  which  was  initially  provided  in  the 
1970-71  budget. 
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COMPONENTS  OF  THE  FOUNDATION  PROGRAM 

FOUNDATION  LEVEL  * 


EQUALIZATION 
AID 


DISTRICT 
AID 


BASIC 
AID 


1.  Equalization  Aid  (State  Funds)  is  equal  to 
the  amount  necessary  to  bring  the  total 
to  the  foundation  level. 


2.  District  Aid  is  the  local  contribution  and 
is  equal  to  the  amount  raised  by  the 
required  property  tax  rate.  This  com 
ponent  varies  according  to  the  wealth 
of  the  district. 


3.  Basic  Aid  (state  funds)  is  $125/A.D.A. 


*  The  Foundation  Level  is  $355  for  a  large 
elementary  district,  and  $488  for  a  large 
high  school  district. 
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TABLE  3 

Expenditures  for  Education 

General   Fund 

(In  Thousands) 

EDUCATION  Actgai  Estimated  Estimated 

Educational  Research  Com-  1969-70  1970-71  1971-72 

mission    —  $50  - 

Department  of  Education  __         $17,77:5  18,975         $18,566 

State  Teachers'   Retirement  1,160  1,431  1,287 

Totals,  Support,  Educa- 
tion            $18,933        $20,456        $19,853 

HIGHER  EDUCATION 
Coordinating  Council  for 

Higher  Education $510  $432  $458 

University  of  California 329,334         337,090         337,090 

Hasting  College  of  Law 958  1,256  1,299 

State   Colleges 284,963        310,597         315,972 

Maritime  Academy 808  804  791 

Board  of  Governors  of  the 

California  Communty 

Colleges 674  872  980 

State  Scholarship  and'  Loan 

Commission 13,002  16,997  20,000 

WICHE    15  15  15 

Totals,  Support,  Higher 
Education    I_       $630,264       $668,063       $676,605 

Local  Assistance 

Apportionments  for  public 

schools $1,422,16S    $1,453,241    $1,453,400 

Apportionments  for  public 
schools — One-time  "X 
factor"  i     30,293 

Instructional  television 696  725  800 

Compensatory  education  ___  10,834  11,000  11,000 

Educational  Improvement 
Act — One-time     "X     fac- 
tor" l    4,941 

Public  elementary  school 

reading  instruction 14,434  18,000  18,360 

One-time  "X  factor"  i 7,974 

Mathematics  Improvement 
program  2      924  925 

Children's  centers 8,716  10,400  19,750 

Grants  to  teachers  of  phys- 
ically handicapped  minors  149  150  150 

Loans  to  teachers  of  educa- 
tionally handicapped 
minors   50  —  — 

State  school  lunch  program  500  —  — 

Free  textbooks 22,693  21,307  17,828 

Assistance  to  public 

libraries 1,252  1,000  800 

Vocational  education 720  1,330  800 

Teachers'  retirements 79,000  91,000  9S.000  4 

Debt  service 47,376  51,514  57,907 

Assistance  to  new  junior 

colleges   -  -  - 

Community  Colleges  Ex- 
tended Opportunity  Pro- 
gram     2,940  4,505  3,350 

Totals,  Local  Assistance, 

Continuing   Program,    $1,655,660    $1,665,097    $1,682,145  * 

Totals,  Local  Assistance, 

One-Time  "X  Factor"         $43,20S 

One-time  "X  factor" 
transfer  to  State  Con- 
struction Program 

Fundi    $49,000 

1  One-year  appropriation,  only. 

3  The  statutory  authorization  for  the  Mathematics  Improvement  Program  expires  at  the 
end  of  the  1970-71  fiscal  year. 

3  Current  cash  obligation  only  and  does  not  include  the  annual  prospective  debt  incurred. 

4  In  the  budget  year  this  includes  $26,000  from  the  General  Fund  and  $72,000  from 

the  Teachers'  Retirement  Fund  for  state  funds  for  teachers'  retirement  contribu- 
tions. 

Supplemental  Support 

Supplemental  support  is  given  to  districts  whose 
wealth  is  extremely  low  and  whose  tax  rate  is  at 
least  equal  to  a  required  minimum  local  effort.  The 
maximum  supplemental  support  that  any  elementary 
school  district  can  receive  is  $125  ADA.  In  1971-72, 
$29,120,842  in  supplemental  aid  will  be  distributed 


by  the  state  to  elementary,  high  school  and  unified 
school  districts.  Chart  15  illustrates  the  sources  of  sup- 
port within  the  Foundation  Program. 

Contribution  to  Teachers'  Retirement  System 

The  state  will  contribute  $98  million  in  1971-72  for 
the  major  share  of  benefits  for  approximately  43,000 
retired  teachers.  This  amount  has  been  increasing  at 
a  rapid  rate  in  recent  years  and  will  continue  to  ac- 
celerate in  future  years.  Current  conservative  esti- 
mates indicate  this  payment  will  be  approximately 
$850  million  by  2006-2007. 

Both  school  districts  and  the  state  share  in  the  em- 
ployer contributions.  The  manner  in  which  this  bene- 
fit is  funded  is  not  directly  related  to  the  determina- 
tion of  fringe  benefits  for  teachers.  This  decision 
process  does  not  provide  the  school  districts  as  the 
viable  policy-setting  mechanism  a  means  to  determine 
the  level  of  fringe  benefits  for  teachers. 

HIGHER  EDUCATION 

California  is  experiencing  continued  rapid  growth 
in  higher  education  enrollment.  In  the  California 
State  Colleges,  the  expected  growth  in  1971-72  is 
18,525  FTE  students.  This  represents  the  equivalent 
of  one  complete  campus. 

The  University  will  experience  a  smaller  but  still 
significant  gain  of  enrollment  of  4,326  FTE.  The  en- 
rollment in  the  Community  Colleges  is  estimated  to 
increase  to  563,295  ADA. 

To  meet  the  rising  demands  for  higher  education 
during  the  decade  of  the  1970 's  will  require  the  Uni- 
versity, State  Colleges,  and  Community  Colleges  to 
explore  every  approach  to  increasing  the  productivity 
of  higher  education.  Several  possibilities  for  doing 
this  have  been  suggested  by  leading  scholars  of  the 
nation.  The  Carnegie  Commission  on  Higher  Educa- 
tion has  recommended,  for  example,  that  college  de- 
grees be  granted  in  three  years  instead  of  four. 
Studies  conducted  within  California  have  identified 
several  ways  to  increase  the  instructional  productivity 
of  California's  segments  of  higher  education. 

Significant  determinants  of  productivity  are  fac- 
ulty, students,  facilities,  and  courses.  These  can  be 
examined  in  many  ways,  but  one  of  the  more  signifi- 
cant indicators  of  productivity  in  higher  education  is 
the  number  of  student  credit-hours  per  faculty  con- 
tact-hour. See  Chart  16.  Many  factors  influence  this 
measure,  including  (1)  the  number  and  mix  of  gradu- 
ate, upper  division  and  lower  division  courses,  (2) 
class  size,  (3)  teaching  methods  employed,  (4)  the 
faculty  workload  in  terms  of  class  hours  taught,  and 
(5)  capability  of  the  students. 

The  issue  for  California  is  how  can  productivity  of 
higher  education  be  increased  and  the  quality  of  edu- 
cation maintained.  The  answer  to  this  question  re- 
quires an  intensive  cost-effectiveness  evaluation  of  the 
entire  range  of  activity  in  higher  education.  For 
example,  the  experience  of  each  segment,  campus,  and 
discipline,  must  be  examined  to  see  where  and  why 
significant  variations  or  differences  in  productivity 
occur.  Comparison  of  high-productivity  programs  on 
one  campus  with  the  low-productivity  programs  in 
the  same  discipline  on  other  campuses  may  be  helpful 
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in  revealing  choices  for  decision  makers.  Decision  mak- 
ers can  consider  if  the  proportion  of  faculty  time 
devoted  to  teaching  low-productivity  courses  is  as 
vital  as  teaching  higher-productivity  courses.  The  cost- 
benefit  ratio  in  all  programs  can  be  analyzed  to  reveal 
other  alternatives  to  attain  the  objectives  of  the  educa- 
tional program. 

The  1971-72  budget  of  the  California  State  Colleges 
recognizes  that  increases  in  productivity  can  be 
achieved  through  several  important  steps:  (1)  by 
having  each  faculty  member  teach  up  to  the  tradi- 
tional classroom  contact-hour  standards;  (2)  by  shift- 
ing the  proportion  of  faculty  time  devoted  to  low  pro- 
ductivity instructional  activity  through  an  increase 
in  student-faculty  classroom  contact-hours;  (3)  by 
increasing  average  class  size. 

Through  the  analysis  conducted  on  the  instructional 
programs  in  the  California  State  Colleges,  it  was  pos- 
sible to  recommend  a  level  of  support  which  will  admit 
and  provide  a  program  for  an  enrollment  increase  of 
9  percent  over  the  current  year  with  a  budget  increase 
of  1.7  percent  over  the  current  year. 

For  the  University  it  was  possible  through  similar 
analysis  to  provide  for  a  4.3  percent  increase  in  en- 
rollment within  the  current-year  level  of  support. 

It  is  anticipated  that  additional  productivity  in- 
creases will  be  identified  in  the  future  as  both  the 
State  Colleges  and  University  devote  more  attention 
to  these  issues. 

Another  factor  affecting  productivity  of  higher  ed- 
ucation is  facility  utilization.  Increasing  the  use  of 
existing  instruction  space  becomes  more  important 
each  year  as  enrollments  increase  and  the  availability 
of  funds  for  capital  outlay  purposes  decreases. 

California  has  traditionally  provided  facilities  for 
public  institutions  of  higher  education  to  meet  enroll- 
ments projected  for  the  daytime  hours,  8  a.m.  to  5 
p.m.,  with  the  expectation  that  any  additional  enroll- 
ments resulting  from  an  evening  program  would  be 
accommodated  in  the  same  facilities.  Since  at  least 
the  late  1940 's,  varying  standards  have  been  set  for 
the  utilization  of  the  classroom  and  class  laboratories 
in  these  facilities. 

The  latest  modification  in  the  utilization  standards 
was  made  by  the  Legislature  in  July  1970  through 
Assembly  Concurrent  Resolution  151,  which  directed 
that  utilization  rates  for  classrooms  be  applied  to  an 
8  a.m.  to  10  p.m.,  five-day  week  rather  than  the  8  a.m. 
to  5  p.m.,  five-day  week  traditionally  used.  The  reso- 
lution, therefore,  changed  the  utilization  standard 
from  34  classroom  hours  per  week  out  of  a  possible 
45  to  53  hours  per  week  out  of  a  possible  70. 

In  their  report,  "1971-72  Inventory  and  Utiliza- 
tion Study  for  Public  Higher  Education,  Fall  1969," 
the  staff  of  the  California  Coordinating  Council  for 
Higher  Education  found  that,  among  other  things, 
(1)  no  segment  achieved  the  weekly  room -hour  stand- 
ard for  classroom  for  either  the  8  a.m.  to  5  p.m.  or  the 
8  a.m.  to  10  p.m.  period;  (2)  none  of  the  segments 
achieves  the  weekly  room-hour  standard  for  either  the 
lower  division  or  upper  division  class  laboratories  for 
the  8  a.m.  to  5  p.m.  period;  (3)  utilization  rates 
among  the  colleges  within  a  segment  vary  widely. 
Chart  17  indicates  the  use  of  classrooms  by  hour  in  the 
three  segments  of  California  higher  education  in  the 
fall  of  1969.   The  chart  shows  that  classroom  usage 
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drops  during  late  afternoon  and  evening  hours.  While 
these  hours  represent  the  less  desirable  times  for 
scheduling,  improved  utilization  during  these  hours 
provides  an  option  to  continued  expenditures  for  new 
facilities. 

Capital  Outlay 

State  general  funds  for  capital  outlay  in  education 
and  higher  education  are  not  provided  in  the  1971-72 
budget.  Bonds  previously  authorized  for  capital  outlay 
purposes  in  the  university  and  state  colleges  are  fully 
committed  and  a  bond  issue  for  medical  schools  at  the 
University  was  defeated  last  year.  The  balance  of  the 
uncommitted  funds  in  the  bond  issue  for  construction 
in  the  community  colleges,  is  included  in  the  budget. 

The  continued  growth  of  student  enrollment  to- 
gether with  the  problems  of  funding  capital  outlay 
requires  increased  utilization  of  facilities  in  higher 
education. 

In  response  to  the  action  taken  by  the  Board  of 
Trustees  of  the  California  State  Colleges,  it  is  antici- 
pated that  legislation  will  be  introduced  during  the 
1971  Legislative  Session  which  would  establish  an 
educational  fee  at  the  state  colleges.  If  this  legisl- 
ation is  successful,  basic  capital  outlay  needs  for 
1971-72  can  be  provided  for,  consistent  with  the  pol- 
icy already  adopted  by  the  Regents  of  the  University 
of  California. 
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Capital  outlay  expenditures  for  the  state  colleges  in 
the  amount  of  $49,349,550  is  proposed  for  the  1971-72 
fiscal  year.  This  total  amount  is  from  nonstate  sources 
and  will  finance  facilities  such  as  residence  halls,  col- 
lege unions,  parking  facilities,  health  centers  and 
other  special  projects.  Chapter  800,  Statutes  of  1970, 
established  a  special  fund,  "State  College  Facilities 
Revenue  Fund"  to  finance  student  health  centers  and 
at  the  same  time  mandated  these  projects  to  be  ap- 
proved by  the  Legislature.  Student  health  centers 
projects  in  the  amount  of  $12,852,300  are  proposed 
for  the  1971-72  fiscal  year. 


The  proposed  capital  outlay  program  for  the  uni- 
versity in  1971-72  totals  $44,402,690.  $20,707,690  is 
provided  for  the  general  campuses  and  $23,695,000  for 
health  science  facilities.  $23,900,000  of  this  amount  is 
to  be  financed  from  education  fee  funds;  $14,356,000 
is  from  federal  sources;  $1,407,690  is  from  university 
overhead  funds,  and  $4,739,000  is  from  other  nonstate 
sources. 

Included  in  the  1971-72  budget  for  the  Community 
Colleges  is  a  proposed  capital  outlay  program  of 
$18,262,849.  Of  this  amount,  the  state's  share  is 
$10,510,959,  and  will  be  matched  by  $7,751,890  of 
district  funds. 
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Capital  outlay  construction  is  divided  into  six  basic 
programs.  The  most  encompassing  is  the  State  Build- 
ing Program  which  includes  projected  capital  outlay- 
requirements  for  publicly  supported  higher  education, 
mental  hygiene,  corrections,  and  for  office  space.  It 
also  provides  for  meeting  the  requirements  of  such 
agencies  as  the  Department  of  Conservation,  Mili- 
tary Department,  and  the  Department  of  General 
Services. 

The  State  Highway  Program  is  a  quasi-legislative 
program  designed  to  provide  a  safe,  efficient,  service- 
able, and  environmentally  compatible  system  of  state 
highways  which  will  connect  all  major  population 
centers  and  will  provide  for  continuity  of  travel 
throughout  the  state  and  connect  with  major  high- 
ways in  adjacent  states. 

The  District  Pair  Construction  Program  provides 
the  funding  for  construction  of  facilities  for  district 
agricultural  associations.  The  details  of  these  projects 
will  be  found  in  a  supplemental  budget  volume  con- 
taining the  budgets  of  the  individual  fairs. 

The  Wildlife  Conservation  Program,  as  adminis- 
tered by  the  Department  of  Fish  and  Game  and  the 
Wildlife  Conservation  Board,  provides  for  the  pro- 
tection, propagation,  and  management  of  the  state's 
fish  and  wildlife  resources. 

The  Parks  and  Recreation  Acquisition  and  Devel- 
opment Program  consists  of  the  continuing  develop- 
ment of  facilities  to  meet  California's  recreational 
needs.  The  1971-72  budget  of  this  program  includes 
funds  from  the  State  Beach,  Park,  Recreational  and 
Historical  Facilities  Bond  Act  of  1964  and  from  the 
new  Recreation  and  Fish  and  Wildlife  Enhancement 
Bond  Act,  approved  by  the  voters  in  last  November's 
election. 

The  California  Water  Facilities  Program  reflects 
the  funding  of  the  State  Water  Project  as  it  enters  its 
10th  year.  The  work  under  contract  or  completed  on 
this  project  represents  over  90  percent  of  the  total 
project. 

The  sources  from  which  the  capital  outlay  budget 
is  funded  are  described  below : 

1.  Current  revenues  and  any  accumulated  balances 
in  governmental  cost  funds.  These  are  moneys 
collected  in  the  form  of  taxes,  license  and  permit 
fees,  interest  on  investments,  and  similar  items 
of  income. 

2.  The  proceeds  from  the  sale  of  general  obligation 
bonds  which  bonds  are  secured  by  the  ' '  full  faith 


and  credit"  of  the  state.  Outstanding  bonds  of 
this  kind  are  (a)  State  Construction  Program 
bonds,  and  (b)  State  Beach,  Park,  Recreational, 
and  Historical  Facilities  bonds.  The  repayment 
of  principal  and  interest  on  such  indebtedness 
constitutes  a  preferred  claim  on  the  financial  re- 
sources of  the  state.  Within  this  classification 
falls  a  special  category  referred  to  as  "self- 
liquidating"  bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  development 
bonds.  In  the  case  of  this  special  grouping,  such 
bonds  although  legally  possessed  by  the  charac- 
teristics of  general  obligation  bonds  are  serviced 
from  the  revenues  produced  by  the  ventures  or 
projects  financed  in  this  manner. 

3.  Revenue  bonds  are  those  that  are  secured  solely 
by  the  income  derived  from  the  use  or  operation 
of  the  facilities  funded  by  this  method. 

4.  Trust  certificates  represent  a  form  of  capital 
financing  which  makes  use  of  the  large  balances 
accumulated  in  trust  accounts  or  funds  of  the 
state.  Because  such  funds  are  dedicated  to  meet 
future  obligations,  sound  fiscal  management  dic- 
tates the  investment  of  the  currently  unneeded 
cash  in  these  accounts  and  funds.  One  way  of  in- 
vesting these  moneys  is  by  the  purchase  of  trust 
certificates  issued  by  the  state  for  the  construc- 
tion of  general  purpose  office  buildings. 

5.  Nonstate  funds  such  as  endowments,  grants,  and 
certain  other  funds  as  payments  of  overhead 
charges  on  research  projects  conducted  by  the 
University  represent  yet  another  source  of  capi- 
tal financing. 

To  provide  a  complete  and  comprehensive  picture 
of  the  state's  capital  outlay  program  all  proposed 
projects  are  included  in  the  capital  budget  regardless 
of  the  source  of  financing. 

Following  the  generally  accepted  principles  of  gov- 
ernmental accounting,  however,  only  expenditures 
from  governmental  cost  funds  are  included  in  "  the 
budget  totals.  Expenditures  from  bond  proceeds  and 
other  forms  of  borrowing  are  excluded — such  expendi- 
tures are  reported  as  expenditures  of  the  fiscal  years 
in  which  the  payments  on  principal  and  interest  are 
made. 
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State  revenues  during  the  1971-72  fiscal  year  are 
estimated  at  $6,536,854,393,  approximately  $493  mil- 
lion above  the  amount  anticipated  during  the  cur- 
rent year,  and  $794  million  more  than  received  dur- 
ing 1969-70.  Of  the  $6,536,854,000  *,  approximately 
$5,032,925,000  is  for  the  General  Fund  and  $1,503,- 
929.000  accrues  to  the  various  special  funds. 

Tax  yields  generally  follow  changes  in  economic 
activity.  The  increase  in  estimated  revenue  for  1971- 
72  over  the  current  year  reflects  almost  full  econo- 
nomic  recovery,  bringing  with  it  higher  corporate 
profits,  a  reduced  savings  rate,  improved  housing  and 
a  substantia]  increase  in  personal  income  of  Califor- 
nians. 

The  revenue  estimates  assume  continued  price  in- 
creases in  1971  and  1972  but  at  slower  rates. 

Revenue  for  the  General  Fund  in  1971-1972  is  esti- 
mated at  $5,032,925,000  or  $470,335,000  more  than 
the  current  year  and  $705,656,000  above  the  amount 
reported  for' 1969-70.  Receipts  in  1969-70  reflect  the 
10  percent  income  tax  reduction  sponsored  by  the 
Governor  which  saved  California  taxpayers  $82.6  mil- 
lion. 

Actual  1969-70  receipts  exceeded  the  original 
budget  estimate,  prepared  18  months  earlier,  by  less 
than  seven-tenths  of  1  percent  and  were  less  than 
four-tenths  of  1  percent  below  the  estimate  shown  in 
last  year's  budget. 

Estimated  receipts  for  the  special  funds  total 
$1,503,929,000  or  $22,898,000  more  than  the  current 
fiscal  year  and  $88,755,000  more  than  was  received 
during   1969-70.    Highway   user   levies  make   up  the 

TABLE  4 

State  Revenue  Collections 

(In  millions) 

Percent 

Actual  Estimated  Estimated  of  total 

Taxes,  fees.  etc.                                 1969-70  1970-71  1971-72  1971-72 

General  Fund: 

Sales  and  use $1,753.6  $1,810.0  $1,970.0  30.1 

Personal  income 1.152.1  1.335.0  1.510.0  23.1 

Bank  and  corporation 587.0  545.0  616.0  9.4 

Inheritance  and  gift   164.3  176.7  202.4  3.1 

Insurance  136.7  153.3  175.3  2.7 

Cigarette    166.0  170.0  174.5  2.7 

Alcoholic  beverage 112.9  114.7  120.0  1.8 

Horse  racing   49.3  59.5  65.3  1.0 

Private  car   3.7  '    4.1  4.4  0.1 

Other  sources 201.7  194.3  195.0  "3.0 

Totals.  General  Fund $4,327.3         $4,562.6         $5,032.9  77.0 

Special  Funds: 
Motor  Vehicle : 

Fuels    $668.5  $682.6  $716.3  II. 0 

Registration,  weight,  etc.   ..  268.3  282.6  298.2  4.6 

License  fee 230.6  247.5  262.4  4.0 

Transportation    23.5  25.0  26.6  0.4 

Cigarette    70.9  73.0  74.5  1.1 

Alcoholic  beverage 12.4  13.0  13.0  0.2 

Horse   racing    8.9  8.5  8.9  0.1 

Other  sources 131.9  118.8  104.0  1.6 

Totals,  Special  Funds $1,415.2         $1,481.0        $1,503.9  23.0 

TOTALS   $5,742.4  $6,043.6  $6,536.9  100.0 

*  This  and  subsequent  dollar  amounts  have  been  rounded.  Totals, 


bulk  of  special  fund  revenue.  A  temporary  1-ceiit 
gasoline  tax  increase  in  effect  from  June  1,  through, 
August  31,  needed  to  finance  repairs  to  roads  dam- 
aged by  floods  in  early  1969,  inflated  1969-70  gasoline 
tax  revenue  by  $14,882,000. 

Receipts  for  the  General  Fund  and  special  funds 
for  1969-70,  1970-71  and  the  budget  year  are  shown 
in  Table  4. 

REVISED  ESTIMATES 

In  last  year's  budget,  revenue  for  1970-71  was  esti- 
mated at  $6,123,486,000,  of  which  $4,704,128,000  was 
for  the  General  Fund  and  $1,419,358,000  for  all 
special  funds.  Legislation  enacted  during  the  1970 
session  added  $3.2  million  in  General  Fund  receipts 
and  $3.9  million  in  special  fund  revenue. 

Economists  were  divided  as  to  the  1970  economic 
outlook  at  the  time  last  year's  budget  was  being  pre- 
pared. Those  who  believe  that  the  money  supply  is  of 
utmost  importance  (monetarists)  predicted  a  reces- 
sion with  a  gross  national  product  of  $970  billion.  The 
nonmonetarists,  however,  thought  that  real  economic 
growth  would  continue  and  that  GNP  would  total 
$990  billion  for  the  year. 

Because  each  of  these  outlooks  would  have  had  a 
different  impact  on  state  revenue,  two  sets  of  esti- 
mates were  prepared  for  the  five  revenue  sources 
affected  most  by  these  different  assumptions :  sales  and 
use  taxes,  personal  income  tax,  bank  and  corporation 
taxes,  inheritance  tax  and  interest  income.  In  order  to. 
minimize  the  maximum  error,  the  average  of  the  two 
estimates  was  used.  This  was  a  good  decision  as  1970 
GNP  is  now  estimated  at  $977  billion,  almost  midway 
between  the  two  forecasts. 

Other  considerations,  however,  will  cause  1970-71 
revenues  to  fall  below  the  estimate  prepared  a  year 
ago,  the  most  important  being  the  timing  of  the  eco- 
nomic recovery.  Last  year's  estimates  were  predicated 
upon  a  recovery  starting  in  the  third  quarter  of  1970. 
The  current  estihiates  assume  a  recovery  beginning 
in  the  spring  of  1971.  In  addition,  the  following  eco- 
nomic factors  are  reducing  receipts  in  1970-71:  (1) 
the  high  personal  savings  rate,  (2)  the  General  Motors 
strike,  (3)  lower  than  expected  wage  and  salary  in- 
come, and  (4)  depressed  corporate  profits. 

Despite  the  fact  that  the  average  of  last  year's, 
high  and  low  estimates  of  total  California  personal 
income  for  1970  is  virtually  the  same  as  the  current 
estimate,  the  distribution  of  income  by  components  is 
different — less  wages  and  salaries,  more  transfer  pay- 
ments. These  factors  contributed  to  the  reductions 
in  1970-71  revenues  now  forecast. 

differences  and  percentages  have  been  computed  from  whole  numbers. 
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A  summary  of  the  original  estimates  adjusted  for 

legislation,  and  the  revised  estimates  shown  in  this 
budget  are  given  in  Table  5. 

TABLE  5 

COMPARISON   OF   ORIGINAL  AND  REVISED 
ESTIMATES   OF   STATE    REVENUE   1970-71 

(In  millions) 

Change 

Taxes,  fees,  etc.                                   Original  *          Revised  Amount  Percent 

Alcoholic  heverage $129.2            $127.7  -$1.5  -1.2 

Bank  and  corporation 582.5              545.0  -37.5  -6.4 

Cigarette    228.0              243.0  15.0  6.6 

Horse  racing 68.5                68.0  -0.5  -0.8 

Inheritance  and  gift. 184.0             176.7  -7.3  -4.0 

Insurance    151.8             153.3  1.5  1.0 

Motor  Vehicle : 

Fuel   670.2               682.6  12.4  1.9 

License 250.0              247.5  -2.5  -1.0 

Registration,  weight,  etc. 276.7              282.6  5.9  2.1 

Transportation 25.0  25.0 

Personal  income 1,419.5           1,335.0  -84.5  -6.0 

Private   car   3.8                  4.1  0.3  7.9 

Sales  and  use 1,848.4           1.810.0  -38.4  -2.1 

Totals.  Taxes $5,837.6          $5,700.5  -$137.0  -2.3 

Other   revenue    293.0              343.1  50.1  17.1 

Totals.  Revenue $6,130.6         $6,043.6  -$86.9  -1.4 

General   Fund    4,707.3           4.562.6  -144. S  -3.1 

Special  funds 1.423.2           1.481.0  57.8  4.1 

*  Adjusted  for  legislation  enacted  in  the  1970  Regular  Session. 


NATIONAL  ECONOMIC  OUTLOOK 

The  1971  economic  outlook,  used  in  developing  the 
1971-72  budget  revenue  forecasts,  is  based  on  three 
major  assumptions: 

1.  Monetary  policy  will  be  eased  during  1971,  to 
further  strengthen  the  lending  position  of  financial 
institutions. 

2.  Fiscal  policy  will  be  stimulative  on  a  selective 
basis.  Increased  funds  will  be  made  available  to  sup- 
port the  housing  market  and  other  civilian  sectors. 
Defense  spending  will  continue  to  decline  as  the  Viet- 
nam war  is  scaled  down.  Cuts  in  procurement  of  goods 
will  more  than  offset  pay  raises. 

3.  Inflationary  pressures  will  continue  although 
there  will  be  some  easing  in  the  rate  of  price  increases. 

Gross  national  product  is  forecast  at  $1,046  billion 
in  1971,  an  increase  of  $69  billion  (7.1  percent)  from 
1970.  Personal  consumption  expenditures  are  projected 
at  $664  billion,  an  increase  of  $47  billion.  Strong 
growth  is  anticipated  in  sales  of  durables  (+$9  bil- 
lion) as  most  of  the  auto  sales  deferred  during  the 
fourth  quarter  of  1970  are  made  up  and  sales  of  fur- 
nishings and  household  appliances  increase  as  a  re- 
sult of  the  improvement  in  home  building.  Expendi- 
tures on  nondurable  goods  are  expected  to  rise  slightly 
less  rapidly  in  1971  than  in  1970.  Services  will  in- 
crease at  approximately  long-term  rates. 

Trends  in  the  investment  sector  will  be  mixed. 
Residential  building  is  expected  to  be  up  sharply 
this  year.  Recent  moves  to  lower  interest  rates  on 
mortgages  are  likely  to  increase  demand  for  new 
housing  and  stimulate  the  turnover  of  existing  homes. 
It  is  estimated  that  1,550,000  private  housing  units 
will  be  started  in  1971,  up  from  1,462,700  in  1970. 
With  an  increasing  proportion  of  single  units,  resi- 
dential investment  is  forecast  at  $35  billion,  a  gain  of 
17.8  percent  from  1970.  In  contrast,  only  a  slight  gain 
is  anticipated  for  investment  in  nonresidential  struc- 
tures and  producers'  durable  equipment. 


Investment  in  inventories  will  rise  from  the  un- 
usually low  level  of  1970,  bolstered  by  replacement  of 
auto  stocks  depleted  during  the  1970  General 
Motors  strike  and  hedge  buying  of  steel  in  anticipa- 
tion of  a  strike  after  July  31.  For  the  year,  inven- 
tories are  expected  to  increase  by  $8  billion. 

It  is  likely  that  restraints  on  federal  spending  will 
continue  in  1971.  Defense  expenditures  have  fallen 
since  the  fourth  quarter  of  1969  and  are  likely  to 
ease  further  before  leveling,  possibly  in  the  second 
half  of  this  year.  For  the  year  as  a  whole,  the  de- 
fense component  will  be  $5  billion  less  than  in  1970. 
Other  federal  expenditures  will  rise  substantially. 
State  and  local  spending  is  expected  to  increase  at  a 
slightly  faster  rate  next  year  as  a  result  of  easing  in 
allowable  interest  rates  which  may  be  paid  on  state 
and  local  debt  issues. 

The  labor  force  will  grow  by  2.3  percent.  Employ- 
ment, however,  is  expected  to  rise  by  only  1.5  per- 
cent during  the  year,  as  increases  in  production  will 
be  achieved  first  by  more  intensive  utilization  of  work- 
ers currently  employed  and  a  greater  use  of  overtime 
before  new  persons  are  added  to  the  work  force.  Un- 
employment will  therefore  average  4.8  million  for  the 
year,  or  5.7  percent  of  the  labor  force.  This  is  slightly 
below  the  year-end  1970  rate. 

Personal  income  is  expected  to  rise  6.6  percent  to 
$854  billion,  an  increase  of  $53  billion.  Most  of  the 
increase  will  be  accounted  for  by  three  components: 
wages  and  salaries,  up  $36  billion ;  transfer  payments, 
-)-$ll  billion ;  and  interest  income,  +$5  billion.  Gains 
in  other  components  will  be  relatively  small.  Contri- 
butions for  social  insurance  are  estimated  up  $5  bil- 
lion as  a  result  of  the  higher  rate  for  social  security 
contributions  effective  January  1,  1971. 

Changes  made  by  the  Tax  Reform  Act  of  1969 
will  hold  down  the  growth  in  personal  taxes  by  about 
$3  or  $3.5  billion  from  what  would  have  been  pro- 
jected had  the  act  not  been  in  effect.  Disposable 
income  has  been  forecast  at  $735  billion.  With  per- 
sonal outlays  at  $683.6  billion,  personal  savings  will 
amount  to  $51.4  billion  and  the  savings  rate  to  7.0 
percent.  At  this  level,  the  savings  rate  will  be  down 
slightly  from  the  1970  average  of  7.3  percent.  This 
will  provide  support  for  the  relatively  stronger  levels 
of  persona]  consumption  forecast  for  the  year. 

Corporate  profits  will  improve  with  higher  levels 
of  production  and  sales.  Profits  for  1971  are  esti- 
mated at  $90  billion,  an  increase  of  8.6  percent  from 
1970.  The  more  moderate  price  rises  forecast  for  the 
year  will  hold  the  inventory  valuation  adjustment  to 
$4.5  billion. 

Although  easing  of  inflationary  pressures  is  likely, 
price  increases  will  nevertheless  remain  high.  With 
prices  in  broad  (GNP)  terms  up  4.2  percent  for  the 
year,  the  increase  in  real  GNP  will  amount  to  2.8 
percent.  The  consumer  price  index  is  forecast  up  4.6 
percent.  Wholesale  prices  have  shown  some  softness 
in  recent  months,  particularly  prices  for  sensitive 
raw  industrial  materials.  This  slowdown  should  be 
reflected  in  the  overall  wholesale  price  index  during 
the  coming  year.  The  increase  in  wholesale  prices, 
therefore,  has  been  estimated  at  0.3  percent  for  1971. 

The  outlook  for  1972  is  for  continued  strengthen- 
ing of  economic  activity.  Gross  national  product  is 
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TABLE  6 

ECONOMIC   DATA 

(Dollar  amounts  in  billions) 

1970 1971 

National  Data  1969  Percent  Percent 

Actual  Estimated  change  Forecast  chanae 

Gross  national  product $931.4  $976.8  4.9  $1,016.0  7.1 

Personal   consumption   expenditures 577.5  616.8  6.8  664  0  7  7 

Durable    goods    90.0  89.4  -0.7  98.0  9  6 

Nondurables    245.8  264.7  7.7  280.5  6.0 

Services   241.6  262.7  8.7  285.5  8.7 

Private   investment    139.8  135.8  -2.9  148.0  9.0 

Fixed    investment    131.4  132.2  0.6  140.0  5.9 

Residential 32.0  29.7  -7.2  35.0  17.8 

Other    _ 33.8  35.1  3.8  36.0  2.6 

Producers'  durable  equipment 65.5  67.4  2.9  69.0  2.4 

Change   in   inventories   8.5  3.6  -  8.0  - 

Net  exports _ 1.9  3.6  89.5  4.0  11.1 

Government  purchases   __ '. 212.2  220.5  3.9  230.0  4.3 

Federal 101.3  99.7  -1.6  96.5  -3.2 

Defense    78.8  76.6  -2.8  71.5  -6.7 

Other    22.6  23.1  2.2  25.0  8.2 

State  and  local ,_ 110.8  120.8  9.0  133.5  10.5 

Personal  income $748.9  $801.0  7.0  $854.0.  6.6 

Less  personal  taxes 117.3  116.3  -0.9  119.0  2.3 

Federal 95.9  91.7  -4.4  91.5  -0.2 

State    21.4  24.6  15.0  27.5  11.8 

Disposable  income   631.6  684.7  8.4  735.0  7.3 

Savings    37.6  50.0  33.0  51.4  2.8 

Percent  of  disposable  income 6.0  7.3  -  7.0  - 

Corporate  profits  before  taxes  and  inventory  valuation  adjustment  $85.S  $77.5  -9.7  $85.5  10.3 

Consumer  price   index   (1957-59=100)    127.7  135.3  6.0  141.5  4.6 

Wholesale  price  index   (1957-59=100)    113.0  117.1  3.6  117.5  0.3 

Index  of  industrial  production  (1957-59=100)   172.8  168.6  -2.4  176.0  4.4 

Civilian  labor  force  (000)   80,733  82,715  2.5  84,610  2.3 

Employed  (000)   77,902  78,627  0.9  79,770  1.5 

Unemployed    (000)    2,831  4,088  44.4  4,840  18.4 

Unemployment  rate  (%)  3.5  4.9  -  5.7  - 

California  Data 

Personal  income $83.4  $88.9  6.6  $94.3  6.1 

Wages  and  salaries 57.0  59.7  4.7  62.9  5.2 

Other  labor  income 2.9  3.1  6.2  3.3  6.8 

Proprietors'   income 6.9  7.2  3.7  7.4  2.6 

Property  income 11.6  '  12.4  7.0  13.2  6.3 

Transfer  payments   8.1  9.8  21.0  11.4  16.4 

Less  personal  contributions  for  social  insurance 3.1  3.3  5.6  3.8  14.6 

Personal  taxes   11.4  10.9  -4.7  10.9  0.2 

Federal  income  tax  10.3  9.7  -5.6  9.5  -2.3 

State   income   tax    1.1  1.2  2.7  1.4  21.7 

Disposable  income  a :_  72.0  78.0  8.4  83.4  6.9 

Taxable  corporate  profits 7.3  6.8  -6.9  7.5  10.3 

Civilian  labor  force  (000)  8,38S  8,611  2.7  8,800  2.2 

Employed  (000)   1 8,016  8,091  0.9  8,180  1.1 

Unemployed  (000)   372  520  39.8  620  19.2 

Unemployment  rate  (%) 4.4  6.0  -  7.0  - 

Number  of  building  permits  (000) 183.3  190.0  3.7  190.0  n.c. 

New  car  sales  (000) '_ 976  874  -10.4  950  8.7 

Taxable  sales $42.4  $43.5  2.6  $46.4  6.7 

Consumer  price  index   (1957-59=100) :  128.9  136.0  5.5  142.0  4.4 

a  Disposable  income  of  California  residents  represents  personal  income  less  federal  and  state  personal  income  taxes.  Other  personal 

tax  and  nontax  payments  have  not  been  deducted. 
NOTE :  Totals  may  not  add  due  to  rounding.  Percentages  have  been  computed  from  unrounded  data. 
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forecast  at  $1,130  billion,  a  gain  of  8  percent.  Per- 
sonal income  will  reflect  improvement  in  the  employ- 
ment situation,  rising  to  $920  billion.  Corporate 
profits  will  reach  $100  billion.  Further  moderation  of 
price  increases  will  hold  the  gain  in  the  consumer 
price  index  to  about  3.5  percent. 

CALIFORNIA  OUTLOOK 

California  population  is  estimated  at  20,218,000  for 
July  1.  1971,  a  rise  of  215,000  (1.1  percent)  from 
1970.  Natural  increase  will  account  for  190.000  of  the 
gain,  with  net  migration  adding  25,000.  It  is  ex- 
pected that  the  number  of  military  personnel  stationed 
in  California  will  be  reduced  by  20,000  during  the 
coming  year. 

The  California  labor  force  is  expected  to  average 
8.800.000  for  1971,  an  increase  of  189,000  (2.2  per- 
cent) from  last  year's  level.  Civilian  employment  will 
rise  by  89.000  to  .8,180,000.  As  a  result  of  this  moder- 
ate employment  growth,  unemployment  will  average 
620,000.  or  7  percent  of  the  civilian  labor  force.  The 
service,  finance,  and  transportation-utility  sectors  will 
continue  to  grow  at  recent  rates.  Employment  in  trade 
will  increase  moderately.  The  government  sector  will 
rise  by  28.000.  This  estimate  assumes  that  federal 
civilian  employment,  which  has  been  declining  through 
most  of  1970,  will  level  out  at  current  levels;  for  1971 
as  a  whole,  however,  the  federal  component  will  aver- 
age 7.000  below  the  1970  figure.  Local  government 
employment  is  projected  up  35,000. 

Manufacturing  will  continue  to  be  weak  during  the 
entire  year.  Additional  cuts  are  expected  in  aerospace 
employment  as  a  result  of  further  declines  in  federal 
expenditures  for  defense  and  space  programs.  It  is 
anticipated,  however,  that  month-to-month  job  reduc- 
tions will  become  gradually  smaller  during  the  year,  as 
employment  is  readjusted  to  levels  which  can  be 
maintained  with  the  level  of  contract  awards  antici- 
pated. Aerospace  employment  is  expected  to  average 
430.000  for  the  year.  Other  manufacturing  employ- 
ment has  been  running  below  year-ago  levels  in  recent 
months  and  will  not  show  increases  on  this  basis  until 
mid-1971. 

Construction  activity  will  lend  strength  to  the 
California  economy  during  the  year.  Recent  easing  in 
mortgage  rates  will  add  considerable  support  to  build- 
in?  activity  as  mortgage  funds  remain  readily  avail- 
able. The  federal  low-income  housing  programs  will 
also  contribute  to  residential  building.  It  is  estimated 
that  190,000  housing  units  will  be  built.  Demand  is 
particularly  strong  for  moderately  priced  single-fam- 
ily homes.  It  is  estimated  that  85.000  single  units  will 
be  authorized.  Apartment  construction,  however,  may 
be  lower  in  1971  than  in  1970.  There  are  indications 
that  vacancy  rates  are  starting  to  rise  in  some  areas  of 
the  state,  suggesting  that  the  number  of  multiple  units 
authorized  may  decline  during  the  second  half  of  1971 
as  the  supply  of  new  units  exceeds  existing  demand. 
The  number  of  multiple  units  has  been  forecast  at 
105.000  for  the  year. 

Personal  income  will  rise  to  $94.3  billion,  up  6.1 
percent  from  the  $88.9  billion  level  estimated  for  1970. 
All  the  major  components  of  income  will  be  up  during 


the  year,  with  the  largest  gains  in  wage  and  salary 
payments  (up  $3.1  billion),  transfer  payments 
(+$1.6  billion),  and  property  income  (+$0.8  bil- 
lion). Largely  as  a  result  of  the  continuing  aerospace 
readjustment,  however,  the  California  share  of  na- 
tional personal  income  will  decline  from  11.09  percent 
in  1970  to  11.04  percent  in  1971. 

The  outlook  for  1972  suggests  an  improved  economic 
situation  for  California.  Stability  of  employment  in 
the  aerospace  sector  will  do  much  to  improve  the  en- 
tire economic  outlook.  Personal  income  is  forecast  at 
$102  billion,  a  gain  of  8.2  percent.  The  California/ 
U.S.  income  ratio  is  also  likely  to  rise  slightly  during 
that  year.  With  the  labor  force  up  170,000  and  em- 
ployment rising  to  8,420.000,  the  jobless  rate  is  ex- 
pected to  decline  to  about  6  percent. 

GENERAL  FUND  REVENUE 

Three-fourths  of  aggregate  state  revenue  is  depos- 
ited in  the  General  Fund.  This  includes  collections 
from  such  levies  as  those  on  sales  of  tangible  per- 
sonal property,  personal  income,  corporate  profits, 
and  insurance  premiums.  For  the  most  part,  these 
taxes  are  geared  directly  to  business  conditions. 
Hence,  the  estimates  of  revenue  from  each  source 
flow  directly  from  the  economic  assumptions  outlined' 
above.  The  influence  of  these  economic  factors  upon 
the  various  tax  bases  and  the  methods  used  in  pre- 
paring the  budget  revenue  estimates  are  summarized 
in  the  following  material. 

Sales  and  Use  T  a  x-$l  ,970,000,000 

A  4  percent  tax  is  imposed  on  the  sale  or  use  of 
tangible  personal  property  for  final  consumption  in 
California.  An  additional  1  percent  tax  is  collected  by 
the  state  for  cities  and  counties,  but  is  not  state  reve- 
nue and  is  not  included  in  the  budget  totals.  Also 
excluded  from  budget  totals  are  the  temporary  one- 
half  of  1  percent  taxes  levied  in  San  Francisco,  Ala- 
meda, Contra  Costa  and  Los  Angeles  Counties  for 
support  of  rapid  transit  districts. 

There  are  many  exemptions  from  the  sales  tax,  the 
most  significant  of  which  are  food  sold  for  off-premises 
consumption,  motor  vehicle  fuel  for  highway  use,  pre- 
scription drugs,  and  gas,  electricity  and  water  sup- 
plied by  utilities.  Since  the  tax  applies  only  to  tangi- 
ble personal  property,  sales  of  all  types  of  services  are 
excluded,  as  are  sales  of  other  intangibles  such  as 
patents,  copyrights  and  securities.  Because  buildings 
are  real  property  rather  than  personal  property,  no 
tax  is  levied  on  the  sale  or  rental  of  a  new  or  existing 
building,  but  the  materials  used  in  construction  are 
subject  to  tax. 

The  final  consumer  may  be  a  business  instead  of  a 
person,  so  the  tax  base  includes  products  for  business 
use  such  as  industrial  machinery  and  office  supplies. 

Taxable  sales  in  1970  are  estimated  at  $43.5  billion, 
2.6  percent  above  1969.  Adjusted  to  constant  dollars 
to  eliminate  the  effects  of  inflation,  1970  sales  are  ex- 
pected to  be  1.4  percent  below  the  1969  level — the  first 
such  decrease  since  1958.  The  two  weakest  areas  in 
1970  were  building  materials  and  motor  vehicles.  The 
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motor  vehicle  group  suffered  from  the  General  Motors 
strike,  but  much  of  this  loss  is  expected  to  be  recouped 
early  in  1971. 

All  major  categories  except  manufacturing  and 
wholesaling  are  expected  to  show  good  increases  in 
1971.  Taxable  sales  of  the  automotive  group  will  be 
particularly  strong,  up  10  percent  or  twice  the  long- 
term  average  gain.  Sales  of  building  materials  will 
also  show  a  strong  increase  over  1970.  The  manufac- 
turing and  wholesaling  group  will  have  a  smaller  than 
average  growth,  in  line  with  the  forecast  of  moderate 
plant  and  equipment  expenditures.  Price  increases, 
though  less  than  in  1970,  will  still  represent  about 
half  of  the  overall  increase  in  1971  taxable  sales. 

Sales  in  1972  are  expected  to  reflect  an  economy 
almost  completely  recovered  from  the  1970  recession 
with  all  components  showing  good  gains.  However. 
price  rises  will  still  account  for  one-third  of  the  1972 
increase. 

Taxable  sales  arc  estimated  by  two  methods.  One 
method  utilizes  a  multiple  regression  equation  to  esti- 
mate total  sales  in  constant  dollars  using  as  dependent 
variables  personal  disposable  income  in  constant  dol- 
lars, the  number  of  wage  and  salary  workers  in  manu- 
facturing and  construction,  the  number  of  new  ve- 
hicles sold,  and  the  savings  rate.  Sales  in  constant 
dollars  are  then  converted  to  current  dollars  by  appli- 
cation of  the  appropriate  price  factor.  A  second 
estimate  is  made  by  classifying  taxa*ble  sales  into  15 
homogeneous  groups,  each  of  which  is  related  to  an 
economic  factor.  The  two  estimates  are  then  recon- 
ciled. The  final  results  are  shown  in  Table  7. 

TABLE  7 

Taxable  Sales  in  California 

(In  millions) 

1969        1970       Percent       1971       Percent       1972       Percent 
(Actual)     (Est.)      change        (Est.)      change        (Est.)      change 
Retail  stores 

except  auto 

and  building       _   $19,542  $20,341        4.1        $21,720        6.8        $23,413        7.8 
Motor  vehicle 

dealers,  auto 

parts,    etc.     7.131        6.006     -3.2  7,630      10.5  8.335        9.2 

Building  material 

outlets  (retail 

manufacturing 

and  wholesale)  ...        4,427        4.481        1.2  4,900        9.4  5,250        7.1 

Manufacturing. 

wholesaling  and 

miscellaneous 

outlets 11.278      11.750        4.2  12.150        3.4  13.000        7.0 

Totals  $42,378   $43,478        2.6        $46,400        6.7        $50,000        7.8 

Sales  and  use  tax  receipts,  including  revenue  attrib- 
utable to  audit  activities  of  the  Board  of  Equaliza- 
tion, are  shown  below : 

1969-70   (actual)   $1,753,611,000 

1970-71   (estimated)   .    1,810,000,000 

1971-72  (estimated)    _    1,970,000,000 

Persona/  Income  Tax-$1,510,000,000 

The  personal  income  tax  is  the  second  largest  pro- 
ducer of  state  revenue,  exceeded  only  by  the  sales 
tax.  The  income  tax  is  based  on  the  amount  of  tax- 
able income  received  by  the  taxpayer.  Taxable  income 
is  computed  by  deducting  from  income  either  (1)  all 
itemized  deductions,  or  (2)  the  standard  deduction  of 


$1 .000  for  single  returns  or  $2,000  for  joint  returns. 
Once  the  taxable  income  is  determined,  progressive 
rates  ranging  from  1  percent  on  the  fh-st  $2,000  of 
taxable  income  ($4,000  for  joint  returns)  to  10  per- 
cent on  taxable  income  in  excess  of  $14,000  ($28,000 
for  joint  returns')  is  imposed  to  yield  the  computed 
tax.  A  credit  of  $25  for  single  returns  or  $50  for  joint 
returns  plus  $8  for  each  dependent  is  allowed  against 
the  computed  tax  to  derive  the  taxpayer's  actual 
liability. 

In  1969,  the  Governor  sponsored  a  one-time  income 
tax  reduction  which  reduced  the  tax  due  on  1969 
incomes  by  10  percent  up  to  a  limit  of  $100  for  single 
returns  and  $200  for  joint  i-eturns.  The  reduction  was 
not  applicable  to  the  tax  on  income  from  estates, 
trusts  or  capital  gains,  and  was  allowed  only  to  those- 
who  paid  all  their  tax  on  time.  This  reduced  tax  reve- 
nue in  1969-70  by  $82.6  million. 

Income  tax  revenue  in  the  current  and  budget  years 
is  determined  largely  by  the  amount  and  type  of  in- 
come received  by  Oalifornians  in  1970  and  1971.  In 
general,  62  percent  of  the  revenue  is  attributable  to 
wage  and  salary  income.  15  percent  to  business  in- 
come, 12  percent  to  property  income  (dividends,  in- 
terest, and  rent),  8  percent  to  capital  gains,  and  3 
percent  to  miscellaneous  income.  This  distribution 
fluctuates  from  year  to  year  in  response  to  (1) 
changes  in  the  total  amount  of  income  received  from 
each  source,  and  (2)  shifts  of  income  among  income 
brackets. 

Income  from  the  various  sources  is  distributed  dif- 
ferently among  income  brackets  and  is  therefore  sub- 
ject to  different  average  tax  rates.  These  variations 
are  illustrated  in  Table  8. 

TABLE  8 

Percent  of  Tax  Attributable  to  Each  Type 

of  Income  by  Income  Class,  1969 

Adjusted  gross                              Wage  and  Capital 

income                                      salary            Business           Property  gains 

$0-  $9,999 12.4  2.2  4.8  1.0' 

$10.000-$24.999 61.0  21.2  22.3  9.0' 

$25,000-$49.999 17.4  37.4  25.7  14.0 

$50,000-$99,999 5.9  27.2  20.6  15.0' 

$100,000  and  over 3.3  12.0  26.6  61.0 

100.0  100.0  100.0  100.0 

Since  each  type  of  income  is  distributed  differently, 
the  tax  attributable  to  each  is  estimated  separately 
because  of  the  graduated  rate  structure.  The  estimates 
of  tax  attributable  to  wages  and  salaries,  dividends, 
interest  and  business  income  are  derived  from  equa- 
tions relating  receipts  from  each  tax  to  its  personal 
income  component.  The  receipts  from  capital  gains 
are  estimated  by  an  equation  using  the  value  and 
turnover  of  stocks  listed  on  the  New  York  Stock  Ex- 
change. Estimated  tax  from  rental  and  miscellaneous 
income  are  based  on  an  analysis  of  past  trends. 

After  deriving  the  projected  self-assessed  tax  ad- 
justed for  legislation,  the  estimated  receipts  from 
the  Franchise  Tax  Board's  audit  activities  are  added 
and  the  total  income  year  assessments  are  adjusted  to 
a  fiscal  year  basis.  Total  revenue  for  the  years  cov- 
ered by  this  budget  is  shown  below. 

1969-70  (actual)   $1,152,053,000 

1970-71  (estimated)   1,335,000,000- 

1971-72  (estimated) 1,510,000,000- 
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Bonk  and  Corporation  Tax— $616,000,000 

Revenue  collections  in  the  current  and  budget  years 
depend  upon  corporate  profits  from  operations  in  Cali- 
fornia during  1970  and  1971.  Income  for  1970  has 
been  estimated  from  a  carefully  selected  stratified  sam- 
ple of  942  corporations  doing  business  in  61  industry 
classifications  representing  approximately  50  percent 
of  the  tax  base.  The  sample  indicated  that  all  major 
industry  groups,  except  services  and  financials  sub- 
ject to  the  bank  tax,  will  decline  from  1969  levels. 

Two  methods  were  used  to  estimate  California  cor- 
porate income  for  1971.  One  involved  an  analysis  of 
the  ratios  of  California  to  United  States  corporate 
profits  in  the  postwar  period.  Tn  general,  taxable  cor- 
porate income  in  this  state  varies  less  from  year  to 
year  than  corporate  profits  nationally  because  a  larger- 
percentage  of  our  income  is  outside  the  volatile  manu- 
facturing industries. 

The  second  method  involved  the  estimation  of  major 
industry  components  based  on  the  economic  outlook. 
Results  from  the  two  methods  were  reconciled  and 
the  estimated  income  by  major  industry  groups  are 
shown  in  the  following  table. 

TABLE  9 

Taxable  Corporate  Income  in  California* 

(In  millions) 

Percent  Percent 

Industry                                   1969              1970  change  1971  change 

Agriculture      ...     _   $85                $80  -5.9  $80 

Mining  and  oil  production              231                220  -4.8  250  13.6 

Construction       —     —      215               200  -7.0  220  10.0 

Manufacturing          2,693            2,290  -15.0  2,650  15.7 

Trade _.  1.536            1,490  -3.0  1.550  4.0 

Service              .._     496               520  4.8  560  7.7 

Financials  subject  to  bank  tax      582               620  6.5  640  3.2 

lteal  estate  and  other  financials      506               430  -15.0  500  16.3 

Utilities .__      999               886  -11.3  966  9.0 

Other--- 4                   4  4 

Totals        ..__  $7,347  $6,740  -8.3  $7,420  10.1 

*  These  figures  represent  an  estimate  of  income  of  corporations  with  fiscal  periods  end- 
ing August  1  through  July  31  of  the  following  year. 

Estimated  receipts  during  1970-71  and  1971-72 
were  reduced  by  approximately  $2  million  and  $7  mil- 
lion, respectively,  as  a  result  of  the  ruling  by  the  Cali- 
fornia Public  Utilities  Commission  which  allows  util- 
ity companies  to  use  one  method  of  depreciation  for 
setting  rates  and  another  for  computing  tax  liability. 
This  decision  will  result  in  a  substantial  and  increas- 
ing reduction  in  future  bank  and  corporation  tax  re- 
ceipts. 

After  adding  payments  attributable  to  audit  activi- 
ties of  the  Franchise  Tax  Board  and  adjusting  for 
legislation,  total  revenue  is  estimated  as  follows: 

1969-70  (actual)  $587,013,000 

1970-71  (estimated)  $545,000,000 

1971-72  (estimated)  $616,000,000 

Cigarette  T ax- $249 ,000 ,000 

An  excise  tax  of  10  cents  per  pack  is  levied  on 
nonmilitary  distributions  of  cigarettes  in  California. 
Seven  cents  of  this  tax  is  for  the  state's  General 
Fund  and  three  cents  is  returned  to  cities  and  coun- 
ties. The  decline  in  per  capita  cigarette  consumption, 
which  began  with  the  1964  Surgeon  General's  report 
and  was  accelerated  by  the  1967  tax  increase,  appears 
to  have  ended  in  1970.  For  the  first  time  in  seven 
years  per  capita  consumption  of  cigarettes  increased 
from  the  previous  year.  It  is  anticipated  that  the  rise 


in  per  capita  consumption  will  be  moderate  in  1971 
and  will  level  off  in  1972. 

Civilian  per  capita  cigarette  consumption  is  esti- 
mated at  126.2  packs  for  both  1971  and  1972.  This 
compares  with  125.2  packs  for  1970  and  123.4  packs 
for  1969.  Revenues  based  upon  the  above  factors  are  as. 
follows : 

(In  thousands) 

Actual  Estimated  Estimated 

1969-70  1970-71           1971-72 

Totals $236,S7S  $243,000  $249,000 

General  Fund 165,955  170,000         174,500 

Special  fund 70,922  73,000           74,500 

Inheritance  and  Gift  Taxes — $202,400,000 

The  inheritance  tax  is  imposed  on  the  right  to 
inherit  or  otherwise  succeed  to  property  after  a  bene- 
factor's death  or  property  transferred  in  contempla- 
tion of  death.  Any  other  transfer  of  property  made 
with  donative  intent  by  an  individual  is  taxed  under 
the  state's  Gift  Tax  Law.  Both  laws  vary  the  rates  of 
taxation  according  to  the  size  of  the  transfer  and  the 
relationship  of  the  recipient  to  the  decedent  or  donor. 
An  exemption  is  granted  to  each  class  of  donee,  and 
this  decreases  as  the  relationship  recedes.  The  amount 
of  state  revenue  from  these  taxes  is  therefore  con- 
tingent upon  the  number  of  transfers  made  during 
the  year,  the  value  of  estates  or  gifts  at  the  time  of 
death  or  transfer,  and  the  relationship  between  the 
decedent  or  donor  and  the  beneficiary. 

Legislation  was  enacted  in  1967  to  increase  certain 
tax  rates  and  decrease  and  consolidate  tax  exemption 
classes  for  both  laws.  It  also  required  county  treas- 
urers to  remit  inheritance  tax  collections  biweekly 
rather  than  bimonthly.  Gift  tax  law  changes  were 
fully  effective  in  1968-69.  Inheritance  tax  changes 
will  not  be  fully  reflected  until  1970-71  because  24 
months  is  allowed  after  death  before  payment  becomes 
delinquent  and  subject  to  interest  charges. 

Common  stock  constitutes  the  major  component  of 
bequests  subject  to  inheritance  and  gift  taxes,  with 
a  significant  portion  of  inheritances  also  in  the 
form  of  real  property.  The  inheritance  tax  estimate 
is  based  on  a  weighted  average  of  Standard  and 
Poor's  425  stock  index  and  assessed  property  valua- 
tions, adjusted  for  the  lag  between  deaths  and  tax 
payments.  The  estimate  of  the  gift  tax  is  based  on 
the  Standard  and  Poor  industrial  stock  index  only. 
Securities  steadily  declined  in  value  through  1969-70, 
depressing  the  value  of  estates  appraised  during  the 
year.  The  market  then  turned  upward  in  mid-1970; 
this  increase  is  expected  to  continue  through  1971 
and  into  1972.  * 

Interest  rates  also  affect  inheritance  tax  receipts. 
The  present  law  allows  a  5  percent  discount  for  pay- 
ments made  within  six  months  of  death.  Because  in- 
terest rates  were  high  during  1969-70,  the  discount 
was  less  attractive  and  many  payments  were  deferred. 
In  addition,  only  a  6  percent  annual  interest  is 
charged  on  payments  not  made  within  two  years,  like- 
wise making  it  more  desirable  to  pay  the  interest  than 
liquidate  estates  yielding  a  higher  rate  of  return. 
With  a  decline  in  interest  rates  in  1970-71  and  1971- 
72,  it  is  anticipated  that  estates  will  be  distributed 
more  rapidly,  thereby  accelerating  state  collections. 
These  factors  will  cause  a  substantial  increase  in  in- 
heritance tax  collections  in  1971-72. 
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Gift  tax  payments  are  expected  to  increase  moder- 
ately in  1970-71  and  somewhat  more  strongly  in 
1971-72.  reflecting  declining  stock  prices  through  mid- 
1970  and  a  recovery  in  the  latter  months  and  through 
1971. 

Receipts  from  these  sources  after  adjustment  for 
legislation  enacted  in  1970  are  : 


Inheritance    tj 
(lift  tax 


(In  thousands) 

Actual 
1969-70 

$152,605 
11.694 


Estimated 
1970-71 
$164,500 
12,200 


Estimated 
1971-72 

$188,000 
14,400 


Totals    $164,209       $176,700       $202,400 

Insurance  Tax-$175,300,000 

Insurance  companies  doing  business  in  California 
pay  an  excise  tax  for  that  privilege  based  on  the 
amount  of  gross  premiums,  less  return  premiums,  at- 
tributable to  business  in  the  state.  This  tax  is  in  lieu 
of  most  other  state  and  local  taxes,  and  is  assessed  at 
the  constitutionally-established  rate  of  2.35  percent  on 
most  lines  of  insurance.  Annuities,  ocean  marine  and 
surplus  line  insurance  are  subject  to  different  rates. 
The  tax  rate  on  gross  premiums  received  from  pension 
or  profit-sharing  plan  annuities  has  gradually  been  re- 
duced from  2.35  percent  in  1959  to  one-half  of  1  per- 
cent in  1969.  All  insurers  with  over  $5,000  tax  liability 
in  the  previous  calendar  year  are  required  to  make 
three  "prepayments"  (each  representing  26.5  percent 
of  the  previous  year's  liability)  on  May  15,  August  15, 
and  November  15 ;  the  remainder  of  the  tax  is  due 
April  1  of  the  year  following. 

Although  insurance  companies  pay  local  property 
taxes,  they  are  allowed  to  deduct  at  least  a  portion  of 
the  tax  on  their  principal  office  in  California  from 
their  state  tax  liability.  A  "domestic"  insurer — one 
organized  under  California  law  prior  to  December  31, 
1966.  and  licensed  to  transact  business  here — may  de- 
duct the  entire  property  tax  paid  on  its  principal 
office  if  occupied  or  under  construction  by  January  1, 
1970,  whether  or  not  the  building  is  used  exclusively 
for  insurance  business.  All  other  insurers  doing  busi- 
ness in  California  are  allowed  to  deduct  only  part  of 
their  tax  based  on  the  percentage  of  the  principal 
office  building  actually  occupied  by  the  insurer. 

In  1969,  128  companies  claimed  principal  office  de- 
ductions of  $9.8  million,  an  increase  of  $2.2  million  or 
almost  30  percent  over  1968.  Most  of  this  increase  can 
be  attributed  to  domestic  insurers  who,  before  the 
January  1970  cut-off,  acquired  larger  principal  offices 
on  which  they  deducted  all  property  taxes.  This  dead- 
line encouraged  many  companies  to  buy  or  build  ex- 
panded facilities.  As  new  buildings  are  completed  and 
occupied  the  principal  office  deduction  will  increase 
even  further.  It  is  anticipated  that  $13  million  will 
be  deducted  from  insurance  companies'  tax  liability 
in  1970-71,  and  approximately  $15  million  in  1971-72. 

Estimates  of  premiums  written  during  1970  and 
1971  are  based  on  replies  to  a  questionnaire  sent  to  a 
sample  of  91  insurance  companies,  representing  over 
two-thirds  of  all  taxable  premiums  written  in  Cali- 
fornia during  1969.  These  companies  supplied  their 
projections  of  percentage  change  in  the  volume  of 
premiums  to  be  written  for  specific  major  lines  and 


for  total  premiums.  Based  on  the  results  of  this  sam- 
ple, insurance  tax  revenue  estimates  are  : 

190!>-70    (actual)    $136,733,000 

1970-71    (estimated)    153.300,000 

1971-72    (estimated)    175,300,000 

Alcoholic  Beverage  Taxes— $133,000,000 

Revenues  from  alcoholic  beverages  come  from  two 
main  sources :  excises  on  the  distribution  of  beer,  wine 
and  distilled  spirits,  and  license  fees  required  for  the 
privilege  of  manufacturing  and  selling  alcoholic  bev- 
erages to  the  consumer.  Approximately  two-thirds  of 
the  license  fees  are  returned  to  local  governments. 

With  the  exception  of  sweet  wine  consumption 
which  has  been  declining  for  many  years,  per  capita 
consumption  of  alcoholic  beverages  has  been  steadily 
rising.  A  buildup  of  beer  inventories  took  place  in 
the  spring  of  1970  in  anticipation  of  a  strike  which 
failed  to  occur.  This  inflated  1969-70  tax  receipts  but 
did  not  change  calendar-year  consumption. 

Per  capita  consumption  of  alcoholic  beverages  by 
type  are  shown  below : 

Apparent  Consumption  Per  Capita 


(In  gallons) 

1969  1970  1971  1972 

Distilled   spirits    3.65  3.70  3.79  3.86 

Beer    27.63  28.58  29.30  30.09 

Dry    wine    2.92  3.33  3.70  4.10 

Sweet  wine 1.16  1.06  0.97  0.90 

Sparkling  wine 0.25  0.33  0.35  0.38 

Revenues  from  liquor  license  fees  are  divided  be- 
tween the  General  Fund  and  the  Alcohol  Beverage 
Control  Fund.  The  General  Fund  receives  all  fees 
for  new  licenses,  services  charges,  fees  to  enforce  fair 
trade  regulations  and  all  license  transfer  fees.  In 
addition.  10  percent  of  all  other  fees  (mainly  calen- 
dar and  fiscal  year  renewals)  is  transferred  to  the 
General  Fund  with  the  remainder  apportioned  to 
cities  and  counties. 

Estimated  collections  for  the  current  and  budget 
years  compared  with  the  actual  collections  for  the 
previous  year  are  shown  in  Table  10. 

TABLE   10 

Alcoholic  Beverage  Taxes  and  Fees 

(In  thousands) 


Distilled    spirits 

Beer   

Dry  wine 

Sweet  wine 

Sparkling  wine  _ 


Totals,   Excise   Taxes_ 
Liquor  license  fees 


Actual 

1969-70 

$89,793 

16,115  a 


$105,908 
19,401 


Totals,  Taxes  and  Fees_^       $125,308 

General    Fund    112,870 

Special  fund 12,438 

1  Cannot  he  separated  due  to  credits  and  adjustments. 


Estimated 
1970-71 

$92,000 

13,775 

440 

260 

1,225 

$107,700 
20,000 

$127,700 

114,700 

13,000 


Estimated 
1971-72 

$96,000 

14,900 

500 

240 

1,360 

$113,000 
20,000 

$133,000 

120,000 

13,000 


Horse  Racing  Tax— $74,200,000 

Approximately  90  percent  of  horse  racing  revenue 
is  derived  from  a  tax  on  parimutuel  wagering.  The 
remainder  consists  of  breakage  (the  odd  cents  not 
paid  to  winning  ticketholders),  unclaimed  parimutuel 
tickets,  occupational  license  fees,  fines  and  penalties, 
and  miscellaneous  revenue. 
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Labor-management  disputes  caused  the  cancellation 
of  25  days  of  racing  at  Bay  Meadows,  27  days  at 
Santa  Anita,  and  the  rescheduling  of  12  days  at  Los 
Alamitos  in  1969-70  and  1970-71.  The  revenue  loss 
attributable  to  these  disputes  was  about  $7,200,000  in 
1969-70  and  $300,000  in  1970-71. 

Legislation  in  1970  increased  the  total  parimutuel 
pool  takeout  from  14  percent  to  15.25  percent  by 
revising  the  rate  schedule  and  its  application.  The 
amount  attributable  to  the  increased  takeout  was  al- 
located solely  to  the  tracks  and  horsemen,  with  none 
of  the  increase  going  to  the  state. 

Prior  to  the  change  in  takeout,  the  state  tax  on 
parimutuel  wagering  was  based  on  a  progressive  rate 
schedule  ranging  from  5  percent  of  the  first  $10 
million  wagered  to  8  percent  of  the  handle  in  ex- 
cess of  $125  million.  The  new  tax  rates  range  from 
6.10  percent  of  the  first  $20  million  wagered  to  7.45 
percent  of  the  handle  in  excess  of  $180  million.  The 
new  application  of  these  rates  is  as  follows :  A  base 
rate  of  6.10  percent  is  applied  to  the  first  $20  million 
handled  at  each  meet  and  one  other  rate,  based  on 
the  estimated  total  handle  of  each  meet,  is  applied  to 
the  amount  over  $20  million.  However,  in  any  meet 
where  the  total  handle  is  less  than  $20  million  only 
one  tax  rate — 5.5  percent  is  applied. 

When  the  new  law  became  effective,  three  meets 
were  in  progress.  This  presented  a  problem  concerning 
the  application  of  the  new  rates  with  regard  to  these 
tracks.  The  California  Horse  Racing  Board  ruled  that 
each  of  these  three  meets  would  be  treated  as  two 
separate  meets  for  tax  purposes  and  the  new  rates 
would  be  applied  accordingly.  This  decision,  as  op- 
posed to  treating  them  as  one  meet  and  applying  the 
appropriate  rate  to  the  total  handle  of  the  entire  meet, 
would  have  caused  a  loss  in  1970-71  of  $684,000. 
The  California  Horse  Racing  Board  offset  a  portion 
of  the  revenue  loss  associated  with  this  initial  decision 
by  providing  a  total  of  6  additional  racing  days  at 
the  tracks.  The  tax  collected  during  these  six  days 
nmovnted  to  $290  000. 

Another  measure  enacted  in  1970  provided  for  the 
allocation  of  8  weeks  of  night  harness  racing  at  the 
California  Exposition  and  Fair.  These  weeks  will  be 
in  addition  to  the  11  weeks  of  harness  racing  eur- 

TABLE   11 

Sources  and  Distribution  of  Horse  Racing   Revenue 

(In  thousands) 


Estimated 
1971-72 


$921,400     -.$990,000 


Actual  Estimated 

1969-70  1970-71 

Total  handle $790,636 

Receipts : 

Parimutuel    license   fees   _  52,831            61.950           C6.S50 

Breakage  4.694              5,300              6.500 

1'nclaimed     parimutuels    -  497                 475                 550 
Licenses,    tines,    penalties, 

miscellaneous    222                 275                 300 

Totals,    Revenues    $58,244         $68,000         $74,200 

Distribution  : 

General    Fund    $49,331          $59,481          $65,284 

Fair  and  Exposition 

fund    8,163              7,769              8,166 

Wildlife  Restoration 

Fund    750                 750                 750 


rently  allowed  in  northern  California  by  the  1967 
Horse  Racing  Law.  This  legislation  will  generate 
about  $125,000  in  1970-71  and  $475,000  in  1971-72. 
Total  parimutuel  handle,  total  revenue,  and  the 
distribution  of  the  revenue  among  the  various  funds 
is  shown  in  Table  11. 

Private  Car  Tax-$4,400,000 

Railroad  cars  owned  by  companies  other  than  rail- 
roads are  taxed  by  the  state  rather  than  by  local  gov- 
ernments. The  statewide  property  tax  rate  during  the 
preceding  fiscal  year  is  applied  against  assessed  valua- 
tions as  determined  by  the  State  Board  of  Equaliza- 
tion. 

Based  upon  assessed  value  of  $41.8  million  and  a 
rate  of  $9.93  per  $100  of  assessed  value,  current  year 
collections  will  total  $4,147,000.  Actual  collections  in 
1969-70  were  $3,739,000.  Collections  for  1971-72  are 
estimated  at  $4,400,000. 

Nontax  Receipts — $195,04  J  ,000 

Miscellaneous  receipts  for  the  General  Fund  will 
total  $195,041,000  in  the  budget  year,  an  increase  of 
only  $779,000  from  the  corresponding  figure  for  the 
current  period  and  down  $6,620,000  from  1969-70. 
Miscellaneous  revenue  is  made  up  of  five  categories : 
medical  aid  reimbursements — $52.2  million ;  interest 
income — $53.1  million;  pay  patients  and  county  board 
charges  at  hospitals — $29.0  million  ;  traffic  penalties — 
$16.4  million;  and  all  other — primarily  charges  for 
certain  services  to  business  and  individuals  and  sales 
of  property — $44.4  million. 

SPECIAL  FUND  REVENUE 

Provisions  of  the  State  Constitution,  codes  and 
statutes  restrict  the  use  of  certain  revenue  for  speci- 
fied purposes,  and  these  receipts  are  separately  ac- 
counted in  various  special  funds.  In  general,  they 
comprise  three  categories  of  income:  (1)  receipts 
from  broad  tax  levies  which  are  allocated  to  specified 
functions;  (2)  charges  for  special  services  to  specific 
groups;  and  (3)  rentals,  royalties  and  other  receipts 
earmarked  for  particular  purposes.  Motor  vehicle 
taxes  and  fees  illustrate  the  first  of  these  classes.  Li- 
cense fees  for  the  regulation  of  business  and  profes- 
sions are  typical  of  the  second.  Oil  and  gas  royalties, 
now  assigned  primarily  to  capital  outlay  for  public 
higher  education  and  water  development,  are  exam- 
ples of  the  third.  In  addition,  interest  received  by  the 
investment  of  special  fund  money  is  deposited  in  the 
fund  for  which  the  investments  are  held. 

Motor  vehicle  taxes  and  fees  account  for  more  than 
six-sevenths  of  all  special  fund  revenue.  Principal 
sources  of  this  income  are  the  motor  vehicle  fuel  taxes, 
registration  and  weight  fees,  vehicle  license  fees,  and 
the  transportation  tax.  During  the  1971-72  fiscal  year, 
$1,303,500,000  will  be  derived  from  the  ownership  or 
operation  of  motor  vehicles.  Approximately  $574.3 
million    of    this    revenue    will    be    returned    to    local 
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governments.  The  remainder,  except  for  the  proposed 
transfer  of  $20,000,000  from  the  Motor  Vehicle  Trans- 
portation Tax  Fund  to  the  State  School  Fund,  will  be 
available  for  various  activities  related  to  state  high- 
ways and  services  to  vehicle  owners. 

Thirty  percent  of  the  cigarette  tax  revenue  is  now 
deposited  in  a  special  fund  for  distribution  to  the 
cities  and  counties.  In  1971-72,  receipts  for  this  fund 
are  estimated  to  be  $74.5  million. 

Charges  for  special  services  to  industry,  business 
and  the  professions,  together  with  hunting,  fishing 
and  liquor  licenses  and  other  regulatory  fees,  will 
amount  to  $58.6  million  in  1971-72.  Rents,  royalties 
and  other  miscellaneous  receipts  are  estimated  to  total 
$35.3  million.  Interest  from  investments  held  for  the 
various  special  funds  is  projected  at  $23.1  million. 

Motor  Vehicle  Fees — $560,600,000 

Registration,  weight  and  vehicle  license  fees  con- 
tribute the  bulk  of  revenue  from  this  source,  with 
various  fees  incidental  to  vehicle  operation  making  up 
the  balance.  New  vehicle  sales  in  1970  were  reduced  by 
approximately  50,000  vehicles  in  California  as  a  result 
of  the  General  Motors  strike.  Tt  is  anticipated  that  a 
major  portion  of  this  loss  will  be  made  up  in  1971. 
New  vehicle  sales  are  estimated  to  total  1,420,000  in 
1971  and  are  expected  to  reach  1,540,000  during  1972. 
Allowing  for  scrappage  and  vehicles  entering  and 
leaving  the  state,  total  fee-paid  registrations  at  year- 
end  are  estimated  at  13.625.000  for  1970,  14,345,000 
in  1971  and  15,080,000  in  1972. 

Based  on  these  estimates,  registration  and  weight 
fees  will  amount  to  $274,400,000  in  the  budget  year. 
Adding  drivers'  license  fees  and  other  revenues  will 
bring  the  total  to  $298,200,000.  This  represents  an  in- 
crease of  $15.6  million  over  the  estimate  for  the  cur- 
rent fiscal  vear  and  $29.9  million  over  actual  receipts 
during  1969-70. 

A  vehicle  license  fee  is  imposed  for  the  privilege  of 
operating  a  vehicle  upon  public  high-ways  in  this  state. 
It  is  computed  at  2  percent  of  the  depreciated  value 
of  the  base  price  of  the  vehicle  and  is  assessed  on  all 
vehicles  subject  to  registration  under  the  Vehicle 
Code.  Revenue,  therefore,  is  contingent  upon  the 
number  of  vehicles  in  the  state,  the  age  distri- 
bution of  those  vehicles,  and  their  original  base 
price.  New  car  values  are  increasing  and  this  trend  is 
expected  to  continue.  Because  new  vehicle  sales  were 
lower  than  expected  during  the  latter  half  of  1970, 
renewal  fees  for  1971  will  be  somewhat  depressed. 
However,  this  will  be  offset  by  the  increased  revenue 
from  new  car  sales  in  early  1971  and  will  in  turn 
result  in  higher  renewal  fees  in  1972. 

Total  revenues  from  motor  vehicle  fees  are  shown 
below : 

(In  millions) 


Vehicle  license  fees 
Registration  and  weight  fees 
Drivers  license   fees 
■Other 

Actual 

1969-70 

$230.6 

246.4 

12.7 

9.3 

Estimated 
1970-71 

$247.5 

258.7 

12.9 

11.0 

Estimated 
1971-72 

$262.4 

274.4 

11.8 

12.0 

Totals 

$499.0 

$530.1 

$560.6 

Motor  Vehicle  Fuel  Taxes — $716,300,000 

The  forecast  of  revenue  from  motor  vehicle  fuel 
taxes  is  based  on  projected  consumption  of  gasoline, 
diesel  fuel  and  liquefied  petroleum  gas.  Factors  in  the 
gasoline  tax  estimate  include  total  vehicle  registra- 
tions and  average  gasoline  consumption  per  vehicle. 
Registrations  are  expected  to  reach  13,820,000  in  1970 
and  14,553,000  in  1971.  During  1969-70,  gasoline  con- 
sumption per  vehicle  was  approximately  653  gallons, 
and  consumption  during  1970-71  and  1971-72  is  esti- 
mated at  664  gallons.  The  seven  cents  per  gallon  tax 
rate  is  then  applied  to  the  total  gallonage. 

Highway  consumption  of  diesel  fuel  and  liquefied 
petroleum  gas  is  estimated  by  projecting  the  trend  of 
past  collections  with  adjustments  for  changes  in  the 
economic  outlook.  Taxes  are  imposed  at  7  cents  and  6 
cents  per  gallon  of  diesel  fuel  and  LPG,  respectively. 
Local  buslines,  however,  pay  only  1  cent  per  gallon  for 
diesel  fuel. 

Consumption  in  1971-72  will  be  held  down  because 
of  1970  legislation  which  exempted  natural  gas  or 
liquefied  petroleum  when  used  in  a  system  meeting  the 
1974  emission  standards.  This  is  anticipated  to  en- 
courage a  shift  from  gasoline  to  tax-exempt  fuels. 

Between  June  1  and  August  31,  1969,  an  additional 
1  cent  per  gallon  tax  was  imposed  to  finance  repairs 
to  roads  that  were  damaged  by  the  severe  floods  early 
in  1969.  This  special  tax  increased  the  1969-70  gasoline 
tax  collection  by  $14;882,000  and  use  fuel  revenue  by 
over  $1  million. 

Revenues  from  the  motor  vehicle  fuel  taxes  are 
shown  below. 

(In  thousands) 

Actual  Estimated  Estimated 

1969-70  1970-71  1971-72 

Gasoline     $628,813       $642,300       $673,300 

Diesel  and  LPG 39,724  40,300  43,000 

Totals $668,537      $682,600      $716,300 

Transportation  Tax— $26,600,000 

The  transportation  tax  is  imposed  at  the  rate  of 
1.5  percent  of  the  gross  receipts  from  the  operation  of 
motor  vehicles  for  hire  outside  of  municipalities.  An 
analysis  of  trend,  adjusted  for  anticipated  economic 
conditions,  indicates  a  level  of  $26,600,000  for  the 
budget  year,  and  $25,000,000  for  the  current  year  as 
compared  with  actual  1969-70  revenue  of  $23,458,- 
000. 

Other  Special  Fund  Revenue— $104,013,000 

For  the  most  part,  nontax  revenue  flowing  to  spe- 
cial funds  represents  regulatory  fees  on  business  and 
professions,  charges  for  special  services  to  designated 
groups  and  royalties  from  oil  and  gas  production  oil 
state-owned  land. 

For  the  "budget  year,  these  revenues  will  total 
$104,013,000  compared  with  $148,812,000  in  the 
current  year.  Actual  receipts  in  1969-70  were  $131,*- 
916,000. 
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TABLE  12 

SUMMARY   OF   STATE   POPULATION,   INCOME  OF   CALIFORNIA   RESIDENTS,  AND   STATE  TAX   COLLECTIONS 

Excluding  Departmental,  Interest  and  Miscellaneous  Revenue 


Estimated 

Fiscal 
Year 

State  Tax  Collections 

Taxes  per  Capita 

Taxes  per  $100  of 

Population 

July  1st 

(Thousands) 

Personal 

Income 

(Millions) 

Income 

per 

Capita 

General               Special 
Fund                 Funds                Total 
(Thousands)       (Thousands)       (Thousands) 

Personal  Income 

Year 

General         Special 
Fund            Funds         Total 

General       Special 
Fund         Funds        Total 

CASH    BASIS 

1950 10,643 

1951 11,130 

1952 11,638 

1953 12,101 

1954 12,517 

1955 13,004 

1956 13,581 

1957 14,177 

1958 14,741 

1959 15,288 

1960 15,863 

1961 16.366 

1962 16,905 

1963 17,517 

1964 18,020 

1965 18,490 

1966 18,850 

ACCRUAL   BASIS 

1966 18,850 

1967 19,232 

1968 19,506 

1969 19,817 

1970 20,003 

1971 20,218 


$19,774 

$1,858 

1950-51 

$647,992  $295,542 

$943,534 

$59.52 

$27.15 

$86.67 

$3.28 

$1.49 

$4.77 

22.756 

2,045 

1951-52 

709,245 

322,699 

1,031,944 

62.30 

28.35 

90.65 

3.11 

1.42 

4.53 

25.214 

2,167 

1952-53 

754,048 

346,480 

1,100,528 

63.53 

29.19 

92.72 

2.99 

1.37 

4.36 

27,002 

2,231 

1953-54 

772,250 

442,538 

1,214,7S8 

62.74 

35.95 

98.69 

2.86 

1.64 

4.50 

27,682 

2,212 

1954-55 

831,S99 

467,814 

1.299,713 

65.19 

36.66 

101.85 

3.01 

1.69 

4.70 

30,378 

2,336 

1955-56 

972,828 

524,765 

1,497,593 

73.1S 

39.48 

112.66 

3.20 

1.73 

4.93 

33,177 

2,443 

1956-57 

1,042,773 

554,713 

1,597,486 

75.13 

39.97 

115.10 

3.14 

1.67 

4.81 

35,497 

2.504 

1957-58 

1,069,S09 

572,490 

1,642,299 

73.99 

39.59 

113.5S 

3.01 

1.61 

4.62 

37.361 

2,534 

1958-59     __ 

1,170,890 

594,587 

1.765,477 

77.98 

39.60 

117.58 

3.13 

1.59 

4.72 

41.010 

2,682 

1959-60  _  _ 

1,443,296 

633,492 

2,076,788 

92.66 

40.67 

133.33 

3.52 

1.54 

5.06 

42,980 

2,709 

1960-61 

1,537,347 

656,815 

2,194.162 

95.39 

40,76 

136.15 

3.58 

1.53 

5.11 

45,678 

2,791 

1961-62 

1,645,300 

669,267 

2.314,567 

98.90 

40.23 

139.13 

3.60 

1.47 

5.07 

49,051 

2,902 

1962-63 

1,791,038 

711,185 

2,502,223 

104.06 

41.32 

145.39 

3.65 

1.45 

5.10 

52,615 

3,004 

1963-64 

2,057,962 

813,937 

2.871,900 

115.82 

45.81 

161.63 

3.91 

1.55 

5.46 

56,570 

3,139 

1964-65 

2,161.157 

931,958 

3,093,115 

118.39 

51.05 

169.44 

3.82 

1.65 

5.47 

60,234 

3,258 

1965-66     _ 

2.398,958 

971,625 

3,370,582 

12S.49 

52.04 

180.53 

3.98 

1.61 

5.60 

65,156 

3,457 

1966-67 

2,422,275 

993,277 

3,415,552 

127.12 

52.17 

179.38 

3.72 

1.52 

5.24 

65,156 

3,457 

1966-67 

2,746,88S  1,091,387 

3,838,275 

144.26 

57.32 

201.58 

4.22 

1.68 

5.89 

69,936 

3,636 

1967-68 

3,557,610  1,118,311 

4.675,921 

183.68 

57.74 

241.41 

5.09 

1.60 

6.69 

76,900 

3,942 

1968-69  _ 

3,962,520  1,210,229 

5,172,748 

201.54 

61.55 

263.08 

5.15 

1.57 

6.73 

83,408 

4,209 

1969-70_     _ 

4.125.607  : 

L.283.258 

5,408,S65 

207.21 

64.45 

271.67 

4.95 

1.54 

6.4S 

88,885 

4,444 

1970-71 t  — 

4,368,329  1,332,219 

5,700,547 

217.22 

66.25 

283.47 

4.91 

1.50 

6.41 

94,300 

4,664 

1971-72  t  — 

4,837,884  1,399,916 

6,237,800 

237.99 

68.87 

306.85 

5.13 

1.48 

6.61 

t  Estimated. 

Population  estimated  by  the  State  Department  of  Finance. 

Personal  income,  1950  through  1969,  from  estimates  by  the  Office  of  Business  Economics,  United  States  Department  of  Commerce. 

for  1970  and  1971   are  estimates  by  the  State  Department  of  Finance. 
Taxes  per  capita  computed  on  the  basis  of  population  January  1st,   the  midpoint  of  the  fiscal  year. 
Note  :  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 


Data 


TABLE  13 

COMPARATIVE   YIELD   OF   STATE   TAXES,    1950-51    THROUGH    1971-72 

(In  Thousands) 


Year 

Sales 

Bank 

Liquor 

Beer 

Motor 

Motor 

Transpor- 

Ending 

and 

Personal 

and 

Inheritance 

Distilled 

Horse 

License 

and 

Private 

Vehicle 

Vehicle 

tation 

June  30 

Use 

Income      1 

Corporation  T 

Cigarette      ; 

ind  Gift 

Insurance 

Spirits 

Racing 

Fees 

Wine 

Car 

Fuel3 

Fees3 

Tax 

CASH 

BASIS 

1951— 

$399,243 

$75,891 

$98,245 

- 

$23,671 

$23,447 

$16,094 

$16,368 

$8,106 

$3,796 

$891 

$149,907  $117,680  $10,194 

1952- 

417,693 

90,914 

120,127 

— 

29,165 

25,732 

14,430 

20,042 

7,828 

3,730 

1,089 

162,076 

127,809 

11,312 

1953— 

460,110 

94,551 

119,127 

— 

23,474 

29,171 

15,615 

20,960 

8,387 

4,069 

1,127 

170,871 

139,406 

13,359 

1954  . 

465,051 

96,169 

125,026 

— 

24,112 

34,325 

15,546 

22,512 

8,586 

3,989 

1,222 

234,395 

170,519 

13,337 

1955__ 

492,917 

106,738 

133,661 

— 

30,250 

38,501 

16,108 

22,838 

9,213 

4,172 

1,301 

244,588 

185,505 

13,921 

1956— 

564,225 

127.816 

157,088 

- 

36,334 

39,104 

33,970 

24,891 

9,638 

4,373 

1,330 

273,086 

209,817 

15,921 

1957  _ 

600,102 

143,290 

167,431 

— 

38,540 

42,529 

34,902 

26,695 

10,616 

4,361 

1,424 

291,364 

219,266 

16,965 

1958  _ 

605,238 

149,269 

173,599 

— 

45,331 

46,037 

33,968 

25,948 

11,297 

4,595 

1,590 

302,671 

227,153 

15,609 

1959  _ 

631,514 

160,553 

174,003 

— 

44,943 

105,832 

36,685 

28,087 

11,962 

5,129 

1,712 

317,709 

236,177 

11,171 

1960  _ 

709,648 

246,585 

240,735 

$64,805 

47,189 

61,530 

40,369 

36,288 

12,379 

10,016 

1,613 

336,786 

256,303 

12,543 

1961  _ 

711,702 

269,103 

272,718 

66,024 

76,803 

66,745 

41,274 

37,260 

13,044 

9,704 

1,668 

350,801 

264,842 

12,475 

1962  _ 

749,523 

299,034 

290,870 

66,054 

76,012 

71,699 

45,418 

38,311 

13,533 

10,495 

1,753 

363,771 

274,906 

13,187 

1963 

813,465 

322,012 

311,251 

70,194 

92,432 

77,970 

48,152 

41,663 

13,939 

10,659 

1,808 

386,215 

298,356 

14,106 

1964  _ 

876,944 

392,341 

405,431 

71,822 

102,195 

107,200 

50,145 

43,442 

14,274 

11,299 

1,846 

450,195 

329,584 

15,183 

1965 

939,649 

410,109 

416,247 

74,477 

114,464 

95,199 

53,915 

47,560 

14,596 

12,422 

2,017 

542,822 

353,607 

16,030 

1966_ 

1,096,162 

454,625 

435,597 

74,578 

123,781 

100,854 

56,718 

47,443 

14,878 

12,606 

2,205 

551,108 

382,656 

17,373 

1967— 

1,053,249 

500,086 

453,292 

75,597 

114,413 

107,186 

59,564 

49,311 

14,954 

13,751 

2,477 

548,287 

405,061 

18,323 

ACCRUAL   BASIS 

1967  _ 

1,190,750 

626,697 

453,292 

78,191 

141,899 

131,226 

64,733 

49,311 

14,954 

14,964 

2,477 

643,698 

405,061 

21,023 

1968  . 

1,464,927 

952,487 

576,874 

219,272 

135,554 

121,155 

81,700 

54,799 

15,736 

13,196 

2,932 

580,487 

437,918 

18,882- 

1969- 

1,652,979 

1,101,691 

592,303 

237,328 

158,815 

130,312 

85,494 

59,839 

18,821 

14,118 

3,865 

625,667 

469,655 

21,858 

1970  . 

1,753,611 

1,152,053 

587,013 

236,878 

164,299 

136,733 

89,793 

58,244 

19,401 

16,115 

3,739 

668,537 

498,992 

23,458 

1971  t 

1,810,000 

1,335,000 

545,000 

243,000 

176,700 

153,300 

92,000 

68.000 

20,000 

15,700 

4,147 

682,600 

530,100 

25,000 

1972  t 

1,970,000 

1,510,000 

616,000 

249,000 

202,400 

175,300 

96,000 

74,200 

20,000 

17,000 

4,400 

716,300 

560,600 

26,600 

1  Includes  the  corporation  income  tax. 

2  Motor  vehicle  fuel  tax   (gasoline),  use  fuel  tax   (diesel  and  liquefied  petroleum  gas). 

3  Registration  and  weight  fees,  motor  vehicle  license  fees  and  other  fees, 
t  Estimated. 

Note  :  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 
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TABLE   14 
OUTLINE    OF    STATE   TAX   SYSTEM   AS   OF   JANUARY    1,    1971 


Major  Taxes  and  Fees 


Referen  ce 


Code 


Sections 


Base  or 
Measure 


Hate 


A  drninistering 
Agency 


Fund 


Alcoholic  Beverage  Excises 

Beer    ..  ._ 

Distilled  spirits   

Wine : 

Dry 

Sweet 

Sparkling         _    .. 

Sparkling  hard  eider  __. 

Bank  and  Corporation  : 
General  corporations 

Banks  and  financial 
corporations    

Cigarette    

Gift 

Horse  Racing  License 

Inheritance    

Insurance    

Liquor  License  Fees     ._ 

Motor  Vehicle  : 

Vehicle  license  fees 

Fuel — gasoline    

Fuel — diesel      ... 

Registration  fee 

Weight  fees 

Transportation 

Personal  Income  _. 

Private   (Railroad)   Car 

Retail   Sales  and  Use 


R  &  T  (1) 
R  &  T 

R  &  T 

R  &  T 

R  &  T 

R  &  T 


R&  T 

R&  T 
R  &  T 
R&T 

B  &  P  (7) 

R&T 
R&T 
B&P 


R&T 

R&T 
R&T 

Vehicle 
Vehicle 
R&T 

R&T 

R&T 

R&T 


32151(a) 
32201(a) 

32151(b) 
32151(e) 
32151(d) 
32151(e) 


23151 
23501 
231S1 
23183 

30101 

15206 

19491 


13404 
12202 
23320 


10751 
7351 
8651 
9250 
9400 
9651 

17041 

11401 

6051 
6201 


Gallon 
Gallon 

Gallon 
Gallon 
Gallon 
Gallon 


Net  income 

Net  income 

Package  (5) 

Market  value 

Amt.  wagered 
Breakage 

Market  value 

Gross  premiums  ( 9 ) 

Type  of  license 

Market  value 

Gallon 

Gallon 

Vehicle 

Unladen  weight 

Gross  receipt 

Taxable  income 

Valuation 

Receipts  from  sales 
of  taxable  items 


$0.04 
2.00 

.01 
.02 
.30 
.02 


7.0%  (3) 

11.0%  Max. 

$0.10  (5) 

3-24% 

5.5-7.45% 
0-100% 

3-24% 

2.35%  (9) 

Various 

2% 

$0.07 

.07 

11.00 

Various 

u% 

1-10% 
(15) 
4%) 


Equalization  (2) 
Equalization 

Equalization 
Equalization 
Equalization 
Equalization 


Franchise  (4) 

Franchise 

Equalization 

Controller 

Horse  Racing 
Board 

Controller 

Insurance  Comm. 

Alcoholic  Beverage 
Control  Dept. 

Motor  Veh.  Dept. 
Equalization 
Equalization. 

Motor  Veh.  Dept. 

Motor  Veh.  Dept. 
Equalization 

Franchise 

Equalization 

Equalization 


General 
General 

General 
General 
General 
General 


General 


General 

Cigarette  Tax 

Fund  (6) 

General 

Fair  and  Expo.  (8) 

Wildlife 

Restoration 

and  General 

General 

General 

Alcohol  Bev.  (10) 
and  General 

Veh.  Lie.  Fee  (11) 

Fuel  (12) 

Fuel 

Motor  Veh.  (13) 

Motor  Veh. 
Transp.  Tax  (14) 

General 

General 

General 


(1)  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  tax  $100  per  year,  not  applicable  to  banks. 

(4)  Franchise  Tax  Board. 

(5)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(6)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(7)  Business   and   Professions   Code. 

(8)  For  support  of  county   fairs  and  similar  activities. 

(9)  Ocean    marine    insurance   is    taxed    at    the   rate    of    5    percent   of   underwriting   profit    attributable    to   California    business.   A 

special  rate  also  applies  to  certain  types  of  insurance  and    annuities. 

(10)  For  return  to  cities  and  counties. 

(11)  For   payment   of   administrative   costs  and   apportionment   to   counties,  cities   and   school   districts. 

(12)  For    administrative   expense    and    apportionment    to   state,    counties  and  cities  for  highways,  airports  and  small  craft  harbors. 
(131  For   support   of   State   Department   of   Motor   Vehicles,    California    Highway    Patrol,    state   highways   and    environmental   pro- 
tection. 

(14)  For   administrative   expenses   and   state   highways. 

(15)  Average  property  tax  rate  in  the  state  during  preceding  year. 
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CLASSIFICATION   OF   FUNDS   IN   THE   STATE  TREASURY 

The  Budget  totals  of  revenues  and  expenditures  reflect  the  activities  of  many 
separate  funds.  See  Schedules  4  and  5  for  complete  list  of  these  funds.  They 
are  segregated  into  the  following  classifications : 

GENERAL  FUND — Consists  of  money  received  into  the  State  Treasury  not 
required  by  law  to  be  credited  to  any  other  fund,  to  be  used  for  general 
purposes  of  State  Government. 

SPECIAL  FUNDS — Funds  created  to  receive  certain  revenues  or  to  finance 
particular  activities  which  are  for  general  purposes  of  State  Government  or 
are  for  activities  subject  to  the  regulatory  or  police  powers  of  the  state. 

OTHER  FUNDS— See  Schedule  5  for  list  of  funds  which  are  not  included  in 
the  Budget  totals.  They  consist  of  moneys  which  were  derived  from  sources 
other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  There 
are  receipts  from  the  Federal  Government,  funds  created  for  accounting 
purposes,  receipts  from  sale  of  lands,  or  moneys  held  in  trust.  Funds  not 
included  in  the  Budget  totals  are  segregated  into  the  following  classifications: 

Working  Capital  and  Revolving  Funds — Funds  created  to  finance  services  for 
governmental  agencies  for  which  charges  are  made  at  cost  to  maintain  a 
fixed  accountability.  The  charges  are  reflected  as  expenditures  in  the  Budget 
at  the  agency  receiving  the  commodity  or  service. 

Public  Service  Enterprise  Funds — Activities  operated  under  state  control  for 
the  benefit  of  the  public.  Funds  are  derived  from  charges  to  those  who  use 
the  service  and  no  support  is  derived  from  taxes,  licenses  or  other  state 
revenues.  These  functions  are  not  subject  to  the  regulatory  or  police  powers 
of  the  state. 

Bond  Funds — To  hold  proceeds  from  the  sale  of  bonds  and  to  finance  projects 
for  which  the  bonds  were  authorized.  The  cost  to  the  state  is  charged  at  the 
time  interest  payments  are  made  and  when  the  bonds  are  redeemed.  (See 
Treasury  funds  for  which  no  detailed  transactions  are  reported  in  the 
Budget.) 

Retirement  Funds — Moneys  held  in  trust  by  the  state  for  retirement  benefit 
payments. 

Debt  Service  Funds — Moneys  held  by  the  state  to  be  used  for  payment  of 
interest  or  for  redemption  of  bonds. 

Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disburse- 
ments to  trustors,  moneys  received  from  the  Federal  Government  to  be 
expended  for  specific  purposes,  and  other  funds  which  do  not  derive  their 
sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory 
funds  created  for  the  convenience  of  accounting  receipts  or  disbursements 
which  are  not  necessarily  revenues  or  expenditures. 
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TREASURY   FUNDS   FOR  WHICH    NO   DETAILED   TRANSACTIONS 
ARE   REPORTED   IN   THE   BUDGET 

Ballot  Paper  Revolving  Fund:  The  fund  is  used  by  the  Secretary  of  State  to  purchase  paper  for  sale  to  counties 
and  municipalities  for  their  use  for  election  ballots. 

Bicentennial  Celebration  Fund:  Depository  for  gifts  and  grants  for  commemoration  of  the  200th  anniversary 
of  the  settlement  of  California. 

California  Heritage  Preservation  Fund:  The  fund  was  established  by  Chapter  1938,  Statutes  of  1963,  to  receive 
donations,  gifts  and  grants  from  any  source  to  provide  for  the  restoration,  preservation  and  display  of  the 
historical  documents  of  the  state  on  deposit  with  the  Secretary  of  State. 

Condemnation  Deposits  Fund:  Contains  deposits  held  in  trust  pending  settlement  of  court  cases  in  condemnation 
proceedings. 

India  Basin  Sinking  Fund:  Moneys  are  transferred  from  the  San  Francisco  Harbor  Improvement  Fund  and 
interest  is  earned  on  investment  of  these  moneys  to  provide  for  payment  of  interest  and  redemption  of  the 
San  Francisco  Harbor  Bonds. 

Job  Training  and  Placement  Fund:  For  deposit  and  disbursement  of  grants  and  gifts  to  further  programs  de- 
signed to  provide  instruction  in  vocational  skills  and  to  provide  assistance  for  job  placement. 

Old  Age  and  Survivors  Insurance  Revolving  Fund:  The  fund  is  used  by  the  Public  Employees'  Retirement  Sys- 
tem to  clear  employer  and  employee  contributions  under  the  Federal  Old  Age  and  Survivors  Insurance  Pro- 
gram from  public  agencies  included  in  the  agreement  between  the  state  and  the  federal  government. 

Opportunity  Work  Centers  Revolving  Fund:  Provides  for  purchase  and  rental  of  equipment  for  Centers  for  the 
Blind. 

San  Francisco  Seawall  Funds  Nos.  4  and  5:  Receives  money  from  the  proceeds  of  bond  sales  to  be  used  for  the 
construction  of  wharves,  piers,  seawall,  and  other  improvements  in  San  Francisco  Harbor. 

San  Francisco  Seawall  Sinking  Funds  Nos.  2,  3  and  4:  Moneys  are  transferred  from  the  San  Francisco  Harbor 
Improvement  Fund  and  interest  is  earned  on  investment  of  these  moneys  to  provide  for  payment  of  interest 
and  redemption  of  the  San  Francisco  Harbor  Bonds. 

Special  Deposit  Fund:  Accumulation  of  numerous  trust  funds  deposited  by  state  and  private  agencies  for  a 
specific  purpose.  This  fund  also  contains  unclaimed  checks  and  deposits  pending  either  payment  to  the 
proper  persons  or  transfer  to  the  General  Fund.  The  transactions  of  this  fund  are  so  numerous  and  the 
pattern  is  so  indefinite  that  no  attempt  is  made  to  estimate  the  volume  that  will  flow  through  the  fund. 

Special  Interest  Stopping  Place  Fund:  Receives  gifts  of  money  or  property  for  the  purpose  of  establishing  places 
of  special  scenic,  historical,  or  cultural  interest. 

State  Park  Contingent  Fund:  Receives  moneys  from  gifts,  bequests,  from  municipal  or  county  appropriations, 
or  donations,  for  improvements,  additions,  or  administration  of  the  state  park  system.  The  amounts  received 
are  disbursed  in  accordance  with  the  provisions  of  the  donations. 

State  Payroll  Revolving  Fund:  The  fund  is  used  by  the  State  Controller  for  payment  of  salaries  through  the 
Uniform  Payroll  System. 

Surplus  Money  Investment  Fund:  Excess  money  in  those  funds  which  do  not  have  other  provision  for  invest- 
ment may  be  transferred  to  this  fund,  the  pooled  resources  are  invested  and  the  interest  earned  is  prorated 
to  the  contributing  funds. 

Tax-deeded  Land  Rental  Trust  Fund:  Receipts  are  derived  from  leases  made  by  the  State  Controller  covering 
property  deeded  to  the  state  for  taxes.  The  rentals  are  paid  semiannually  to  the  county  in  which  the  property 
is  located  for  distribution  to  the  taxing  agencies. 

Toll  Bridge  Authority  Revolving  Fund:  A  permanent  revolving  fund  to  pay  expenses  incurred  by  the  California 
Toll  Bridge  Authority  in  the  administration  of  the  Toll  Bridge  Authority  Act. 

Traffic  Safety  Program  Fund:  To  receive  and  disburse  funds  received  as  gifts  and  grants  to  be  apportioned 
to  local  governments  for  traffic  safety  programs. 

Treasury  Trust  Deposits:  Provides  for  the  State  Treasurer's  Central  Banking  System. 

Unclaimed  Property  Fund:  This  fund  accounts  for  all  unclaimed  moneys  held  by  the  state. 

Welfare  Advance  Fund:  The  fund  is  used  for  disbursements  to  counties  of  state  and  federal  shares  of  social 
welfare  public  assistance  programs. 
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Schedule  10 
STATEMENT   OF   BONDED   DEBT   OF   THE   STATE   OF   CALIFORNIA   AS   OF   JANUARY   4, 


(This  statement  does  not  include  bonds 

general  obi 


Name  of  Issue 


Percent  Rate  of 
Interest 


issued  under  a 
igations  of  the 

Maturity 


uthority  of  state  instrumentalities  which  are 
State  of  California.) 


GENERAL  OBLIGATION    BONDS 
GENERAL  FUND  BONDS 
State  Construction  Program  Bond  Act 

of  1955 3%-5 

State  Construction  Program  Bond  Act 

of  1958 l/in-5 

State  Construction  Program  Bond  Act 

of  1962 %o-5 

State  Construction  Program  Bond  Act 

of  1964  3i/10-6y2 

State  Higher  Education  Construction 

Program  Bond  Act  of  1966 3y2-7 

Junior  College  Construction  Bond  Act 

of  1968  3y2-6y2 

State  Beach,  Park,  Recreational  and 

Historical  Facilities  Bond  Act  of  1964_  3y10-6y2 
Recreation  and  Fish  and  Wildlife 

Enhancement  Bond  Act  of  1970 

California  Clean  Water  Bond  Act  of  1970 

Subtotal  General  Fund  Bonds 


1959-19S5 
1962-1989 
1965-1991 
1967-1990 
1968-1993 
1970-1990 
1967-1990 


PARTIALLY  SELF-LIQUIDATING  BONDS  b 

State  School  Building  Act  of  1949 1-AV2  1952-1978 

State  School  Building  Act  of  1952 %-5  1955-1990 

State  School  Building  Act  of  1954 3*4-5  1959-1984 

State  School  Building  Act  of  1956 1-5  1960-1985 

State  School  Building  Act  of  1958 3-5  1961-1987 

State  School  Building  Act  of  1960 y10-5  1963-1990 

State  School  Building  Act  of  1962 y,0-5  1966-1991 

State  School  Building  Act  of  1964 3-5  1967-1994 

State  School  Building  Act  of  1966 5-7  1970-1990 

..Totals,  Partial  Self-Liquidating  Bonds 


Totals,  General  Fund  Bonds 

SELF-LIQUIDATING  BONDSc 
California  Water  Resources  Development 

Bond  Act  of  1959 y20-5 

HARBOR  BONDS 
San  Francisco  Harbor  Improvement,  1909  d  4 

San  Francisco  Harbor  Improvement,   1913  e  4 

San  Francisco  Harbor  Improvement,  19291  IVz-^Vi 

India  Basin  of  1909 4 

Harbor  Development  of  1958  s 1-6 

Totals,  Harbor  Bonds 


1951-1985 
1955-1989 
1952-1983 
1941-1985 
1964-1998 


VETERANS  FARM  AND  HOME  BUILDING 

Veterans  Act  of  1946 2-2y2 

Veterans  Act  of  1949 iy2-4 

Veterans  Act  of  1951 l%-2y2 

Veterans  Act  of  1954 %-5 

Veterans  Act  of  1956 1-5 

Veterans  Act  of  1958 3%-5 

Veterans  Act  of  1960 — _  yo0-5 

Veterans  Act  of  1962 "3-5 

Veterans  Act  of  1968 3y2-6y2 

Totals,  Veterans  Farm  and  Home  Building  Bonds 

TOTALS,  SELF-LIQUIDATING  BONDS 

TOTALS,  ALL  GENERAL  OBLIGATION  BONDS 


BONDS 
1949-1971 
1952-1972 
1954-1975 
1957-1977 
195S-1984 
1961-1986 
1962-1989 
1966-1988 
1971-1991 


Unsold 


$200,000,000 

200,000,000 

270,000,000 

380,000,000 

230,000,000 

65,000,000 

150,000,000 

60,000.000 
250,000,000 


$30,000,000 

45,000,000 

60,000,000 
250.000,000 


Redemptions 

$74,000,000 
53,600,000 
42,600.000 
35,400,000 
11,390,000 
600,000 
9,700,000 


1971 

not 

Outstanding 

$126,000,000 
146,400,000 
227,400,000 
344,600,000 
21S,610,000 
34,400,000 
95,300,000 


$1,805,000,000   $385,000,000   $227,290,000  $1,192,710,000 


$250,000,000 
185,000,000 
100,000,000 
100,000,000 
220,000,000 
300,000,000 
200,000,000 
260,000,000 
275,000,000 

$1,890,000,000 

$3,695,000,000 


$144,900,000 


$169,100,000 
89,300.000 
42,100,000 
36,000,000 
65.000,000 
67,800.000 
28,800,000 
19,400,000 
785,000 


$80,900,000 

95,700,000 

57,900,000 

64,000,000 

155,000,000 

232,200,000 

171,200,000 

240,600,000 

129,315,000 


$144,900,000   $518,285,000  $1,226,815,000 
$529,900,000   $745,575,000  $2,419,525,000 


1975-2018   $1,750,000,000   $600,000,000  a 


$1,150,000,000 


$9,000,000 
10,000,000 
10,000,000 
1,000,000 
60,000,000 

$90,000,000 


$550,000 


147,000 


$7,294,000 

6,915,000 

6,585,000 

668,000 

9,843,900 


$1,706,000 

2,535,000 

3,415,000 

185,000 

50.156,100 


$697,000         $31,305,900         $57,997,100 


$1,400,000 

8,450,000 

31.750,000 

64,600,000 

281,900,000 

215,700,000 

310,000,000 

216,100,000 

100.000,000 

$1,229,900,000 

$2,437,897,100 

$77710,000,000   $1,230,597,000    $1,621,980,900    $4,857,422,100 


$100,000,000 
100,000,000 
150,000,000 
175,000,000 
500,000,000 
300,000,000 
400,000,000 
250,000,000 
200,000,000 


$100,000,000 


$98,600,000 

91,550,000 

118,250.000 

110,400,000 

218,100.000 

84,300,000 

90,000,000 

33,900,000 


$2,175,000,000        $100,000,000       $845,100,000 
$4,015,000,000       $700,697,000       $876,405,900 


a  $200,000,000  in  bond  anticipation  notes  were  sold  6-1-70  subject  to  redemption  6-1-71  at  an  effective  interest  rate  of  5.8298  percent. 

b  The  school  districts  of  the  State  of  California  pay  a  part  of  the  debt  service  for  the  state  school  building  bond  issues. 

o  The  revenues  derived  from  the  California  Water  Resources  Development  Bond  Fund,  the  San  Francisco  Harbor  Improvement  Fund, 

the  Small  Craft  Harbor  Improvement  Fund,  and  the  Farm  and  Home  Building  Fund  of  1943  finance  the  debt  service  costs  that 

are  paid  from  the  General  Fund, 
d  Callable  on  and  after  July  1,  1951,  by  lot. 
e  Callable  on  and  after  July  2,  1955,  by  lot. 
*  Callable  on  and  after  January  1,  1941,  by  lot. 
%  San  Francisco  Harbor  services  the  debt  service  pertaining  to  the  authorizations  for  $50,000,000  in  bonds,  and  the  small  craft  harbors 

service  the  debt  service  pertaining  to  $10,000,000  authorizations  provided  by  Chapter  103,  Statutes  of  1958,  First  Extraordinary 

Session. 
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STATE  BUILDING  PROGRAM 

GENERAL  GOVERNMENT^ 
General  Administration: 

Military  Department  

Unallocated: 

Transfer  to  State  Construction  Program  Fund 
(Reserve  Account) _________________ 

Project  Planning __  _  . 

Project  Planning 

Increased  Coat  of  Construction 

(Prior  Bond  Issues) 

(1966  and  Subsequent  Bond  Issues)... 

Miscellaneous    Repairs,    Improvements    and 
Equipment __     _ 

Interest  on  Loans  from  General  Fund: 

(Prior  Bond  Issues)..,  ___ 

(1966  and  Subsequent  Bond  Issues) 

-r! 

s 

JO 

"3 

0 

*<3 

0 
E- 

Totals,  General  Government 

AGRICULTURE  AND  SERVICES'* 

Department  of  Agriculture 

Department  of  Consumer  Affairs __ 

State  Exposition  and  Fair  Executive  Committee  . 

Department  of  General  Services..     _ 

Department  of  Veterans  Affairs: 
Veterans' Home  of  California.. 

Totals,  Agriculture  and  Services 

BUSINESS  AND  TRANSPORTATION'* 

Department  of  the  California  Highway  Patrol... 
Department  of  Motor  Vehicles __  _ 
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STATE  BUILDING  PROGRAM— Continued 

RESOURCES^ » 

Air  Resources  Board.,. 

Department  of  Conservation 

State  Lands  Division ___      _  _ 

Department  of  Water  Resources - 

Totals,  Resources 

HUMAN  RELATIONS'* 
Department  of  Corrections: 

California  Conservation  Center 

Correctional  Institution  at  Tehachapi _ 

Correctional  Training  Facility __ 

Deuel  Vocational  Institution _ 

State  Prison  at  Folsom 

Institution  for  Men _ 

Medical  Facility...    _.  _  _. 

Men's  Colony..        ..  

State  Prison  at  San  Quentin. 

Institution  for  Women . .        

Rehabilitation  Center..    _. __ 

Totals,  Department  of  Correctiong 

Department  of  the  Youth  Authority: 

Departmental  Administration __ 

Northern  California  Reception  Center  and  Clinic 

Fred  C.  Nelles  School  for  Boys- 

Northern  California  Youth  Center.. 

Southern  California  Youth  Center. _  .  __  _  _ 

Paso  Robles  School  for  Boys 

Preston  School  of  Industry 

Los  Guilucos  School  for  Girls 

Totals,  Department  of  the  Youth  Authority 

Department  of  Human  Resources  Development— 
Department  of  Human  Resources  Development 

"Reed  Act" 

Department  of  Mental  Hygiene _    __ 
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Schedule   12 — Capital   Outlay 

COMPARATIVE   STATEMENT   OF    EXPENDITURES   OF    FEDERAL  AID  GRANTED  TO  THE  STATE  OF  CALIFORNIA 
FOR   THE   FISCAL   YEARS    1969-70,    1970-71,   and    1971-72 

Function 

STATE   BUILDING   PROGRAM 

General  Government :  PaBe  Actual  Estimated  Estimated 

Military  Affairs :  reference  1969-70  1970-71  1971-72 

Construction   of   Armories   214  .$11,124 

Facilities  for  maintenance  and  care  of  federal  equipment  a  ___  214  (22G,011)          ($225,000)  ($1,857,000) 

Education : 

University  of  California 212  $4,087,221  $8,242,000  $14,356,000 

State  Colleges : 

Trustees  of  the  California  State  Colleges 440  10,215,903  30.672.0G9 

Community  Colleges 642  4,842,196  157,804 

Totals,   Education   $19,145,320         $39,071,873  $14,356,000 

Totals,  State  Building  Program $19,156,444         $39,071,873  $14,356,000 

(226,011)  (225,000)  (1,857,000) 

STATE   HIGHWAY  PROGRAM 

Business  and  Transportation : 
Department  of  Public  Works : 

Division  of  Highways r 191  $427,062,241       $433,388,025  $365,190,000 

WILDLIFE  CONSERVATION   PROGRAM 
Resources : 

Wildlife  Conservation  Board  : 

Federal  Land  and  Water  Conservation  Act 393  $784,929 

PARKS  AND   RECREATION   ACQUISITION  AND 
DEVELOPMENT   PROGRAM 

Resources : 

Department  of  Navigation  and  Ocean  Development 412  -  $208,259 

CALIFORNIA  WATER   FACILITIES   PROGRAM 

Resources : 

Department  of  Water  Resources  : 

Federal  Share  of  Operation  and  Maintenance 533  $1,397,932  $1,548,317  $1,581,500 

Federal  Flood  Control  Contributions 533  $1,922,479  $2,518,477  $176,000 

Totals,  California  Water  Facilities  Program $3,320,411  $4,066,794  $1,757,500 

TOTALS,  CAPITAL  OUTLAY  (Federal  funds)  b $450,324,025       $476,734,951  $381,303,500 

(226,011)  (225,000)  (1,S57,000) 

a  Federal  funds  not  reported  in  detail  budget  schedules  and  not  summarized  in  the  Reconciliation  with  Appropriations, 
b  Federal  funds  are  not  included  in  overall  budget  totals. 
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